veal MINDING do. Ouneanfen 
0/. 20 





IN THE MATTER OF The Public Inquiries Act, being Chapter 258 of The 
Revised Statutes of Alberta, 1955, and Amendments thereto; and, 


IN THE MATTER OF an Inquiry by a Royal Commission into the matters 
set out in Order-in-Council 861/67 respecting the use or attempted 
use by the Honourable Alfred J. Hooke of his office as a member of 
the Executive Council of Alberta, and the use or attempted use by 
Edgar W. Hinman of his office as a member of the Executive Council 


of Alberta. 














TRE HONOURABLE MR. JUSTICE 
W. J. C. KIRBY 











C. W. CLEMENT, Esq., Q.C., Commission Counsel 
S. A. FRIEDMAN, Esq., Q.C., Departments of Government 
S. H. McCUAIG, Esq., Q.C. E. W. Hinman, Esq. 
L. MAYNARD, Esq., Q.C., The Honourable Alfred J. Hooke 
W. B. GILL, Esq., Q.C., G. A. Turcott, Esq. 
Mr. Neil Reimer 
G. A. C. STEER, Esq., Q.C. Dr. C. A. Allard 
D. H. BOWEN, Esgq., Q.C. Liberal Association of Alberta 
N. S. CRAWFORD, Esq., and Progressive Conservative Party of 
J. D. HILL, Esq. Alberta 
G. S. D. Wright, Esq. Alberta New Democratic Party 


W. ALAN SHORT, ESO., 
Clerk to the Commission. 


VOLUME No. ......: BOW Eee a 


(Pages 1990 - Ses 


PROCEEDINGS BEFORE | 





Sapreme Foard Reporters 


EDMONTON, ALBERTA 








Cry SSS 0656006868680 a ooO0wWm0 ns) 


Pane BX 


YO GoM Be 20 


Se 


October 13th, 1967 


WITNESSES: 
ARTHUR ARNOLD (Recalled) 


Examination by Mr. Clement 
Examination by Mr. Gill 
Examination by Mr. Crawford 
Examination by Mr. Wright 
Examination by Mr. Steer 
Examination by Mr. Maynard 
Examination by Mr. Gill 


CYRIL GEORGE DAVEY 


Examination by Mr. Clement 








SUPREME COURT REPORTERS 
EDMONTON, ALBERTA 


1990 
1996 
2008 
2017 
2026 
2034 
2041 


2050 














‘ 
i 
0! fui sitet « aght 
wT! PtPo , 74 
j ‘tel bye ™SBo 7 aL 
i | op Ad raat a lat? 
j ‘tiie ris “Ay «ae 
RSS EN ; sage walt 
{ bE Oo bisa <4 
| : i fas flia oh 
' 
: 
; 
j ' r 
: eae iene Oey 
: 
iT 
t 
' 
: 
{ 
i 
' 
} 
: 
: 
Pom ate 2 eS ee ae 
\ A 


x 8 Bio Pot ag 
f aha, ie 


cel ES mas 









a 


: > ook 
, 
1 Ai is rt 
he 2 ' 


“<i a a 
ie yee 


4 








ie 

oy boven hy v 

he “ed ‘ iy 
* 


7h ao et if 
y 4 yaa Hasan. 219% wr) . 


as 

7 a] 

el die babe aa 3 ian 
a iy ve 





(ii) as eee ee | 


EXHIBITS 


V0 als Abs MEW 220 


October 13th, 1967 





No. Document 


315 Letter, March 10, 1959, from Giannone to North 
West Trust 


216 Letter, April 8, 1959, from McCormack to Wilson 
eae). Letter, April 21, 1959, Friedman to McCormack 
318 Letter, April 24, 1959, McCormack to Blair 

319 Letter, Blair to McCormack, April 27, 1959 

320 Application for Loan dated Apri h 3250 LOS 1 


320A Letter from Manager of the Treasury Branch to 
the Superintendent of Treasury Branches 


321 Financial Statements of Ideal Homes Limited 
dated January 31, 1952 





R22 Financial Statement of Ideal Homes Limited 
dated March 31, 1951 








SUPREME COURT REPORTERS 


2036 
2042 
2044 
2048 
2049 


2053 


2055 


2056 


2057 





EDMONTON, ALBERTA 











Digitized by the Internet Archive 
in 2021 with funding from 
Legislative Assembly of Alberta - Alberta Legislature Library 


https://archive.org/details/ableg_33398002670718 0 


IN THE MATTER OF The Public Inquiries Act, seing Chapter 258 of The 
Revised Statutes of Alberta, 1955, and Amenamei..s thereto; and, 


IN THE MATTER OF an Inquiry by a Royal Commission inio the matters 
set out in Order-in-Council 861/67 respecting the use or attempted 
use by the Honourable Alfred J. Hooke of his office as a member of 
the Executive Council of Alberta, and the use or attempted use by 
Edgar W. Hinman of his office as a member of the Executive Council | 
of Alberta. | 





THE HONOURABLE MR. JUSTICE 
We CORI RE 








| 
| 
PROCEEDINGS BEFORE 


C. W. CLEMENT, Esgq., Q.C., Commission Counsei 
S. A. FRIEDMAN, Esq., Q.C., Departments of Government 
S. H. McCUAIG, Esgq., Q.C. E. W. Hinman, Esq. 
L. MAYNARD, Esq,, Q.C., The Honourable Alfred J. Hooke 
WaoBaGlil,) sg.,.@.C., G. A. Turcott, Esq. 
Mr. Neil Reimer 
G. A. C. STEER, Esq., Q.C. wr. C. A, Allard 
D. H. BOWEN, Esq., Q.C. Liberal Association of Alberta | 
N. S. CRAWFORD, Esq., and Progressive Conservative Party of 
J. D. HILL, Esq. Alberta 
G. S. D. Wright, Esq. Alberta New Democratic Party 


W. ALAN SHORT, ESQ., 
Clerk to the Commission. 


VOLUME No. ....... PAE a | 


DATE ._ October 13th, 1967 


(Pages 1990 - 2066) l | 
Supreme ound Reporters 


EDMONTON, Anwc2 RTA 








} noteieanaD 9 of “ME Woo 


5 
yr oF 
bal sha 
+ 
' 
iy 
> 
‘ 
4 
' 
' 
: 
’ 
| 
; ‘ 
yoo0% 
ple th caliameatinsgssictenceendigeielisenenttiineatas 


aie os ‘conte ne pane’ S 
coo 




















wh Ea omg HA mv 


nine 
yo? Tovey a hein’ Mie art — oem A 


‘. 
“te "VTS Tonner m0 
is vvy)a | T ben WA one 2. ‘nt 


1 es ohana” ty a) 3 
‘inant + 20 ole wat te anit 


Selene uk EO RN pal see 
. i 


DUS IORF 
A SSLASYOWOR SHT 





er 2D at AAMUaelA 2! : 
- 7 
HisVW/ 3 ‘) ma JIA Ae 


2? .o8 OSAMYAM of. 
AS? arn ode cd 4 WwW 


), eg SaaS A 2 
1) pet “aiwow A 


ith , pl CRASTWTARD & 3 
yee hSTUE OE 


peal tou ae a 
ae 

. 
Wea 


‘- 


ov] SMU ANT 


‘ts tote) gl 


eh 2 ly 


(i) 












TONED! Es 
NeOmio 0 MEE. 20 


October 13th, 1967 


WITNESSES: 


ARTHUR ARNOLD (Recalled) 





Examination by Mr. Clement 1990 
Examination by Mr. Gill 1996 
Examination by Mr. Crawford 2008 
Examination by Mr. Wright 20 L7 
Examination by Mr. Steer 2026 
Examination by Mr. Maynard 2034 
Examination by Mr. Gill 2041 


CYRIL GEORGE DAVEY 


Examination by Mr. Clement 2050 





SUPREME COURT REPORTERS 











EDMONTON, ALBERTA 


_ 


eee ee 


Ovel rreme £5 
ooo Lio 
SU00S bic twe210 
, EOS tapi? 
esos 19eTe 
BFOS bisoveM 
EROS Lirod 


(beftacet) G1OMRA AUNT AA 


» 1M 
aM 
ah 
1M 
1M 
aM 
oth 


yd aottanimsxd 


vd motssnimerd 
vd cot+satmexd 
vd noidsutmsxd 
yd noistentmaxd 
yd noivantmsxd 
yd noid’pnimsxd 


YaYAG S9908D JTAY) 


vo aoivanimsxd 










316 
317 
318 
319 
320 


320A 





321 


322 











Letter, March 
West Trust 


Lerter’s 
Letter, 
Letter, 


Letter ; 


April 
April 


April 


(ii) 


EXHIBITS 


VsO8L USM BONZO 


October 13th, 1967 


Document 


10, 1959, from Giannone to North 


8, 1959, from McCormack to Wilson 
21, 1959, Friedman to McCormack 


24, 1959, McCormack to Blair 


Blair to McCormack, April 27, 1959 


Application for Loan dated April 3, 1951 


Letter from Manager of the Treasury Branch to 
the Superintendent of Treasury Branches 


Financial Statements of Ideal Homes Limited 
dated January 31, 1952 


Financial Statement of Ideal Homes Limited 
dated March 31, 1951 


SUPREME COURT REPORTERS 


2036 
2042 
2044 
2048 
2049 
2053 


2055 


2056 


2057 





EDMONTON, ALBERTA 
















{eel Agel wedsesad 


| ened daomeood +o 

dtto% oF snomnsiD mova ,0@20@L .Of doraM sedtel 248 
Of08 tauat Jeo 

$,08 ro#zliW o¢ dosmtodoM mot? . 02 OL 2 fiaqA ,astte1 

| hLOS dAvsem1000M of osmbsiad ,@2@L ,£S LiaqaA .z9estel 

| Bos 1tseld od dAssmso00M ,@20F AS LingA ,t93tel 

| GLOS e2uk VS LingdA ,dAoemedeM of tisld .t9edsel 

| £206 r70L .¢ Lingh bedsb need 202 moissoiiqgA 


oj donss4 yineserY edt to aepemat mot? teddet 
ecos eodonssd yaovueses? te teebastakasqué eat 


) 

| bot+imid eomol Leebt to ej nemeset2 Istonsntt 
l. aZ208 S2@k ,Lf yteucel bested | 
/ 


bojimit eoemoH Isobr to Jnemegsse Leatonseaid 
oh feet ff dorsM besteb 


“tT 
Al 





1990 
1-M—1 
A. Arnold — Clement Ex. 





PROCEEDINGS before the Honourable Mr. 
Justice W. J. C. Kirby, this 13th day 
of October, A.D.1967, at 9:00 ofclock 
in the morning, at the Court House,in 
the City of Edmonton, Province of 
Alberta. 





MR. CLEMENT: Mr. Commissioner, arising out of 
evidence given by Mr. Wilson yesterday, I have asked Mr. 
Arthur Arnold, the then Deputy Minister of Public Works, 
to appear this morning and inform your Lordship what 
information he has in respect of the lease of April 28th, 
1959, between Mayfair Leaseholds Ltd. and Her Majesty. 
Mr, Arnold? 

I think we will have to use the 

witness box, sir. 

MR. COMMISSIONER: Yes. 


ARTHUR ARNOLD, recalled, examined on his former oath by Mr.Clement: 


Q Mr. Arnold, you acknowledge you are still under oath? 
A Yes sir. 
Q For purposes of this inquiry. For your information, 


yesterday Mr. Wilson was assisting the inquiry with evidence 
respecting the leasing by the Crown from Mayfair Leaseholds 
Ltd. of the building on 104th Street formerly owned by 
Northwestern Utilities Ltd., and in 1959 purchased by 
companies in which Dr. Allard had an interest. Now, there 


were -- there was an exchange of correspondence commencing 





with the letter Exhibit 306 from North West Trust Company 


to Mr. Manning, in which letter North West Trust Company 
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1991 


A. Arnold - Clement Ex, 


oO Fr OO YS 


(Cont. ) proposed a leasing of that Northwestern Utilities 
building to the Crown, some 26,000 square feet, at a rent of 
$2.75. On March 26th it appears that you wrote the letter 
Exhibit 314. 

Yes sir, 

And -- , 

May I read this? 

And on March 28th Mr. Miles of North West Trust wrote to 

the Department of Public Works acceding to the counter- 
proposal on behalf of the Crown of rent at $2.50 a foot in- 
stead of the $2.75 originally proposed; and there is put in 
evidence a certified copy of this lease of April 28th 
providing for a lease of the building for five years at the 
rent of $2.50 a foot, but without charge for the parking 
stalls, and I direct your attention to the fact that 
evidence has been given that your initials appear here, 
That?s right, 

Now, Mr. Wilson stated that following the letter of March 
19th the matter reached him for the purposes of ascertaining 
the state of title to see whether North West Trust had a 
sufficient title to grant a lease, and that negotiations 
continued resulting in the lease of which you have a 
counterpart in your hands. He had been asked for an opinion 
as to values, but had taken no part in the negotiations, and 
so I have asked you to come here, Mr. Arnold, to see if you 
Can say anything further on the course of developments and 


negotiations leading to that lease. Have you any 
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(Cont.) recollection of the matter? 
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1-B-1 
Arthur Arnold = Clement Ex. 


A Yes, I have some recollection. The letter was first sent 
to Mr. Manning, who in turn turned it over to my Minister 
who gave it to me to look into to see if this place was 
suitable, if we required the space. We then took what we 


used to call a Committee we had to look into these matters, 





which was Mr. Brettelle, Mr. Heim, Mr, Kenworthy and 


myself. 
Q Those were all men in the Department of Public Works? 
A Yes, they were what we used to call a Space Committee. 


Mr. Brettelle was maintenance and looked after all the 
Space, and we used to sit as a Committee when space 
requirements were asked, or if we had space available, 
general, the whole Province; and we all went up and saw 


this building together, JI can’t recall who, but I think 





it was Mr. Miles, I am not’ sure, it is so long ago; let 
us into the building, We spent, oh, I would say a half a 
morning looking over the building to see if it would meet 
with the requirements we were thinking about at the time, 
There were two Departments at the time were very badly 
pressed for space, which was Welfare, they were having 


terrible difficulties with space, and the Purchasing 








Department; so that these are the two people we had in 





mind when we looked at the building, and we looked at it 
and found it was suitable for what we required. It was 
very suitable for the, at the time. 

Q Yes? 


A It had*a’ lot of opén* space, ‘it”had’ a™lot of things; and 
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Arthur Arnold = Clement Ex, 


A 


1994 Pde ata 


(Cont.) the parking was very essential down in that area 
in town. This was one of the things that really sold us 


on the building, plus at that time the Jasper Place buses 





were not stopping in town, they only stopped at one spot 

and they stopped at that corner, and as it helped a lot of 
people coming in from Jasper Place to the Welfare Department 
which is only, was only probably not quite half a block from 
that corner; so this, all these things had a bearing on our 
decision, plus we didn’t have to make a lot of changes in 
the building, everything was laid out pretty well for what 
we required, large open spaces which we found were quite 
accessible and valuable to what we required. 

I see, and then having come to a decision that the building 
would be acceptable, did you have any particular Fans 


other than what is shown in the correspondence? 





No. What we usually used to do, if we found that this was 
suitable we would then, I would say it would be Mr. mee 
would get in touch with the Department that we thought we 
were going to put in there, and he would take them and show 
them the space and get their approval first, to make sure 
they were satisfied with it before we even negotiated with 
the people. Both the parties we had in mind, the Purchasing 
Department and Welfare, seemed quite satisfied. Then I 
cannot recall whether I had much more to do with this. As 

I said in the letter, I was leaving for three weeks, and 


you will notice this letter from, from Mr. Miles, is 
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Arthur Arnold - Clement Ex. 


A 





(Cont.) addressed to Mr. Kenworthy, so that there could have 
been some negotiations that I was no part of. As I said in 
my letter, I was leaving for three weeks at the time. 

Just for your information, Mr. Wilson’s recollection was 
that you and your Minister were both away at the time? 

We were, yes, that is the trip we made to England. 

Yes, and then as to the preparation of the Lease itself, 

Mr. Arnold, I understand that was done in your Department? 
Thaw 1s correct. 

And that the terms were settled as they appear in the 
documents. In any of this up to the time you put your 
initials on it had you had any conversation with Mr. Hooke? 
No sir, I haven't had any conversations with him since, in 
regard this, or at that time. 

Or at that time, Your initials are on it for what purpose, 
Mr. Arnold? 

Well, normally the Lease would come to us and would be 
prepared and I would check it over and then the Minister 
would sign it. There would be an Order-In-Council prepared 
before the Lease. We would recommend, if we were interested 
in the property we would recommend to our Minister that we 
were interested. He would take it to Council and discuss it 
and then he would notify me back that they agreed to go 
ahead with the proposal; and then he would say "Go ahead and 
prepare an Order-In-Council and prepare the Lease.", There 


would be an Order-In-Council I would presume, before this 
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1-B-4 
Arthur Arnold - Clement Ex. 
- Gill Ex. 

A (Cont.) Lease was - 

Q Well, quite aside from the matter of an Order-In-Council , 
it is a little surprising that you would need an Order-In- 
Council for every Lease you entered into? 

A We had an Order-In-Council for every piece of property we 
bought, every lease - 

Q Well, aside from that, what was the purpose of your initial 
on it, I take it the initial was put on before it was 
presented to the Minister for signature? 

A That is right, sir. 

Q And what did that indicate to the Minister? 

A That I had checked this and found it = 

Q In accordance with the deal? 

A In accordance with all the correspondence, 

Q Yes, so that it appears that following your initials on it 
your Minister and you were away, and the Acting Minister of 
Public Works signed? 

A Oh, yes. 

Q Without any prior discussion or consultation, you said, with 
you? 

A That is correct, 

Q That's fine, 

THE COMMISSIONER: Mee Gill? 


MR. GILL EXAMINES THE WITNESS: 


Q 


Thank you, sir. Mr. Arnold, you were Deputy Minister of 
Public Works from what, October of 1953 to June of 19667 


Yes, I think that is correct. 
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Arthur Arnold —- Gill Ex. 


to 


co Fr 0 PC 


Well, since you last gave evidence in this Commission have 
you not thought a little bit more closely and checked? 

No, I didn’t see that there was any reason to. 

You are still not certain? 

No, I can’t remember dates. I think I said to you the last 
time here that I was, I was made Deputy Minister in October 
1953. 

You resigned when? 

In 1966, it was a leave of absence for one year before that. 
And the last time you were actually active in the 
Department would be when, in 1965 then? 

That is correct. 

When? 

In, I think it was in February. 

I see. Now, you have seen Exhibit 306, the letter signed 
by Mr. Miles addressed to Premier Manning of March 13th, 
1959? 

ep Sit ., 

Is that the first that you knew that this building might 
become available for lease to the Government? 

No, no. 

When did you first know? 


Well, it was advertised and there was talk around town that 


the building was up for tender, some type of tender, I think 


this is the way the building was sold, they put it up for 
bios oie twiat a can recall of it. ‘1 think, I had a call 


from a salesman, I can*t remember who, in Melton Real Estate 
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Arthur Arnold —- Gill Ex. 


A (Cont.) that said he had a group of people who were 
interested in buying this building if we were interested in 
leasing it, and I said we never committed ourselves before 
the building was purchased. He asked me to give him a 
letter of commitment that we would rent it. I said no, 
we were definitely not interested until they could produce 


the building. 


Q When was this, Mr. Arnold? 

A i,can't) quite, recall,, I.mean,it is..a long time. ago,,.it 
would be maybe a month or six weeks, I also remember that 
Mr. - 

Q A month or six weeks before March 13th °59? 

A It would be in there, it should be in there somewhere. 


There was also a Mr. Peats, I don’t know whether he was 
still with O K Construction then or whether he had sold 
the company, but he phoned me and said there was a group 
were interested in purchasing this building, would we be 
interested; and I said we were interested in space, but 
we still would not make any commitments at all until the 


building was in whoever’s hands who was handling it. 





Q You mean in the hands of an ultimate purchaser? 
A That's the idea. 
Q I see, and the Elizabeth Peets who is mentioned in the 


Transfer that was filed, I believe it is, yes, it is 
Exhibit 32 in these proceedings, is she a relation to this 


Mr. Peats? 








IT wouldn't know, and I haven't - 
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Arthur Arnold - Gill Ex. 


co FF OO PY 


oc FF CO FP DO PF 


> 


How did he spell his name? 

I think it was P-e-a-t-s, all I remember is he was with the 
O K Construction, if that is the same Peats. 

There is an Elizabeth Peets mentioned in Exhibit Pas 
P-e-e-t-s? 

Well, I don’t know her. 

Do you know a company, Donat Properties Ltd,? 

No sir. 

So you had let it be known that these two Departments, 
namely Welfare and Purchasing, were looking for Space? 

No, I never told anybody that anybody was looking for space. 
But six weeks prior to the Exhibit 306 of March 13th °%59 
you had had discussions with this Mr. Peats of O K 
Construction? 

Telephone. 

On the telephone? 

On the telephone, 

And others? 

Yes, two calls. 

And then you let it be known that the Government was looking 
for space? 

No. 

What actually was the tenor of the conversation that 
finally led up to this letter of March 13th with the offer 
to the Premier? 


I haventt any idea. 
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1-B-8 
Arthur Arnold — Gill Ex, 


Q Letters offering space to the Government don't come 


every day, do they? 


A I would say that we would have maybe five or six a month. 
Q iY see’ 
A We had a special man that just looked into it, and we 


looked into everything that was ever offered us. 








Q Who was this special man? 

A Wilson. 

Q This is the witness yesterday? 

A Yes, and we would have, everybody would always be after us 
for space, I think that anybody who had any type of a 
building would make offers to us. 

Q And you called this the Space Committee, did you? 

A Yes, but not outer space. 

Q You weren't going to the moon? 

A Not yet. 

Q Not then. Do you know Dr. Allard? 

A No sir. 

—Q Never met him? 

A Once, 

Q Then you know him? 

A Oh, I wouldn't say that. I have met you once or twice 
but I don*t know you. 

Q That is probably to our mutual advantage. Mr. Arnold, 
did J. H. Campbell, you know, John Hooke Campbell, have 
anything to do with these arrangements? 

A No sir. 
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Arthur Arnold - Gill Ex. 


2001 i aa 


Q You know him though? 

A Oh, yes, yes. 

Q In fact you were a business partner with him? 

A At one time, yes. 

Q In the tire business or something? 

A To my regret. 

Q Peeer, se1dlit-fo al lrttlesflat? 

A Yes, very. 

Q Now, when did you and Mr. Hartley, your Minister, go to 
England? 

A I think it was, I can't remember those dates, but it was 
right around this time. 

Q Wrrle you Looksat Exhibit 314? 

A Which one is that? 

Q That is the letter that you wrote - 

MR. CLEMENT: You have to show it to him, 

Q MRe -GICL: I am sorry, we have had copies made. 
Mr. Short, will you show this to the witness, please? 
Thank you, Mr. Short. Would you please read the last 
paragraph? 

A Yes. 

"IT shall be absent from the City for three weeks and 
would appreciate you contacting my Assistant Deputy 
Minister, Mr. S. F. Kenworthy, or Harold Brettelle, 
Supervisor of Maintenance, concerning this matter." 
Q So that you and Mr. Hartley would be away for the three 


weeks following at least March 26 and the next few days? 
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1-B-10 
Arthur Arnold - Gill Ex. 


A 
Q 
A 
Q 





Somewhere in that time. 

In 1959? 

Yes. 

And Mr. Clement showed you the duplicate of Exhibit 35, 

the Lease in the gray covers with your initials on the last 
page? 

Yes sir. 

Yesterday Mr, Wilson at page 1975 in answer to a question 
from me: 

" QQ Who was then Deputy Minister? 

A Then Deputy Minister, ..." 
and he had identified your initials, and this is correct, 
and he says: 

UA... wliam-prather puzzled by that... Liimagine in 
order to ratify this, this must have been, Mr. Arnold’s 
initials must have been put on this prior to going to 
the Minister. ..,'' 

Would that be correct? 
Yes. 
"6... because Mr. Arnold, I know, was in England at 
the time Mr. Hooke signed this ..." 
is that correct? 
That sounds correct, yes. 
And yet it is signed the 28th day of April and that is 
four weeks or better after March 26th 1959? 
Well, I could have been back by then. 


And your Minister could have been back by then? 
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1-B-11 
Arthur Arnold - Gill Ex. 





A Yes. 

Q Well, why would Mr. Hooke sign it? 

A Well, he was our, Mr. Hooke was not always our Acting 
Minister. The Executive Council appointed some Minister 


to act for our Department when our Minister was away. 

Q Would you explain to the Commission and to me just how the 
Executive Council went about appointing Acting Ministers in 
the absence of the Minister in charge of a Department? 

A Well, I can't answer that, I am not on the Executive Council 
they run their own business. 

Q Well, did they just pick it by lot? 

A I haven't any idea, I haven't any idea at all, I didn’t 
interfere in who they picked as our Acting Minister. 


Q So that Mr. Hartley could be back and probably was back 





judging by this? 

A No sir, he wouldn't be back if the Minister has signed it, 
the Acting Minister has signed it. 

Q That would be, but you say three weeks in your letter, 


Exhibit 314, from March 26th? 


A That's right. 

Q And what is three weeks by even your calculation, Mr. 
Arnold? 

A Well, this could be so, but my Minister could be still out 


of town, it doesn't mean to say that when he came back from 
England he couldn't go some other place. 


Q But with a lease of that value would it not wait for the 





Minister? 
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1-B-12 
Arthur Arnold - Gill Ex. 


A No. 
Q It wouldn't? 
A There was already an Order-In-Council approved by the 


whole Executive Council for this lease. 


Q Do you know the date of the Order-In-Council? 
A No. 
Q Do you know who prepared the Ministerial Order requiring 


the Order-In-Council? 

















A Our Department. 

Q Would you do this? 

A No sir, somebody in my Department, maybe Mr. Wilson. 

Q Do you think we might get that Order-In-Council? 

A Oh, I think it would be available. 

Q And the Ministerial Order bringing it up to the Executive 
Council? 

A Veet ARG ot eh Be tLe 

Q Thank you. 

MR. CLEMENT: Let’s be clear about this, are you 
asking Mr. Arnold to produce these from the Government files? 

MR. GILL: I just asked him and even though he is 
retired he has offered to do it, and it is very generous of 
him. 

A I think I saw a copy, Mr. Wilson had a copy when I was 
talking to him in the Court before. 

Q MR. GILL: I see, you have discussed this with Mr. 
Wilson pretty thoroughly? 

A No, I was looking over the file because I didn't know what 
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1-B-13 


Arthur Arnold - Gill Ex; 


A (Cont.) questions were going to be asked, and in my 
summons to come to this they asked me to obtain any 


information I could obtain. 


Q And documents? 
A That's right. 
Q I wonder, Mr. Friedman, if you think you might get the 


Ministerial Order and the Order-In-Council leading up to 
this case? 

MR. FRIEDMAN: if there’is one, Mr. Gill: 

Q MR. GILL: Thank you, And it was your custom, 
was it, Mr. Arnold, while you were Deputy Minister of 
Public Works to prepare Government Leases in the Department 


of Public Works? 


A Yes. 
Q Without reference to the Attorney General's Department? 
A Oh, no, I think Mr. Friedman was our solicitor that was 


allotted to us at the time, and we were in constant touch 
with him regarding anything that was going on. 
Q Did this Lease, Exhibit 35, have the approval of the 


Attorney General's Department? 


A Well, I wouldn't know, but I would think it would. 

Q Was it a routine procedure or what? 

A Yes. 

Q Would there be a memo or a letter on file saying "We approve 
the Léase."? 

A I wouldntt know. 
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1-B-14 
Arthur Arnold - Gill Ex. 


Q And after the Lease was executed what Department of 


Government actually moved into that building? 


A To my recollection, Welfare and Purchasing Department. 

Q Both Departments? 

A Lea. 

Q It is what, a two floor building? 

A No, it is, well, yes, it is a two floor plus part of the 
basement. 

Q Do you know whether or not the Lease was renewed from your 
own knowledge? 

A No, it wasn't. 

Q It was not, why was that? 

A We were at the time contemplating the big Terrace Building 
that we put up in the meantime, and this was one of the 
Departments that would move into space that was made 
available when the Terrace Building became available. 

Q Do you know a Mr. P. A. Giannone of Edmonton? 

A No, I have heard of him, I don't know him at all. 

Q You dontft know him? 

A No. 

Q Were renovations done to this building after the Government 
took the lease? 

A Very very few. 

Q What did they consist of? 

A Just a few temporary partitions. 

Q Any company with which you were associated do these 


renovations? 
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1-B-15 


2007 it ae eae 
Arthur Arnold - Gill Ex. 


A We did them ourselves, the Government did them with their 
own men. 
Q I see, and did you receive any monies for yourself in 


connection with this Lease? 
A I certainly did not. 
Q Thank you. 


THE COMMISSIONER: Mr. Crawford? 
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1-P-1 


2008 


Arthur Arnold - Crawford Ex. 


MR. CRAWFORD EXAMINES THE WITNESS: 


May I see Exhibit 306 please? 

Have’ I’ got it? 

Have you got it? Thank you. Mr. Arnold, the Lease from 
Mayfair Leaseholds Limited dated April 28th of 1959 was 
prepared in your office? 

I think so. 

Do you remember? 

No, but it looks like it was drawn pretty well legally, it 
looks like a legal document, it could have been prepared by 
the Attorney General's Department, I don't know. 

Is that the form of Lease it would be if it was prepared in 
your office? 

Yes, it would be similar to that. 

And are the terms the usual terms for a Lease when the 
Government leases property from a private individual? 

No, some of our Leases we had only for a year, some for 
three years, it depends on what -- we never took a Lease 
over five, the Government would never go past a five year 
Lease. 

And what about the terms of the Lease, are these as stringent 
on the landlord as usual for your Leases? 

It would be a similar copy I would say. How do you mean by 
stringent? 

Well, did you give the owner of the land any breaks in 
requiring less in the way of performance from this owner 
than you would do from other owners? 


No, all we did from him -- 
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1-P-2 

Arthur Arnold - Crawford Ex. 

MR. FRIEDMAN: Mr. Commissioner I think this is 
a matter of legal opinion as to whether this is a stringent 
Lease or whether it isn't a stringent Lease. The document 
speaks for itself. 

MR. CRAWFORD: I gather Mr. Friedman wants me to 
produce all of the other leases in the Department in order 
that they can be compared. 

Q MR. CRAWFORD: My information Mr. Arnold is that 
it is not normal for the Government to undertake to do the 
janitorial and washroom servicing on its own when it leases 
from another party but requires that party to do it? 


A That has bem since this Lease was taken out, this was brought 


in about, just before I left, about six months before I 





left, we were renting space all over the place. In small 
areas we would lease out janitorial space. Ina place like 
Welfare where the files are very confidential we would not 
let anybody else do the janitor work, it was a matter of 
option. We had to keep some of these things under wraps, 
you might say. We did our own janitor work in lots of 
places and in a building of this type there would be a 
foreman janitor, a day janitor plus night janitors and we 
would lease the building with janitor space provided or 
janitor space not provided. It would make a difference in 


the Lease. 


Q And it would affect the -- 
A Price. 
Q -- the rate? 
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1-P-3 


2010 


Arthur Arnold - Crawford Ex, 


Prac ere Tight. 

Now I notice that the lease doesn't cover two of the lots 
involved in the title to this group of lots. Is there any 
reason for that? 

No, I think we only arranged for one. I think in the letter 
leading up to that -- 

Let me point out to you then that Lots 189 to 191 were 

leased and that Lots 187 and 188 were owned by North West 
Trust at the material time, made part of the same parcel but 
were not leased. What was the reason for that? 

We only required three’ lots, I think the building is on two 
and, this is only my recollection of it and there was one 
left for parking on the side and that is all we required. We 
had the one parking lot on the north side of the building and 
we mentioned that in our letter that this would be included 
in the lease. 

Did you examine the interest of North West Trust in this 
property at the outset of the negotiations leading to the 
lease? 

No sir. 

Are you aware of evidence given by Mr. Wilson yesterday in 
relation to the fact that it appeared at first that there was 
no registered interest on the part of North West? 

No I was not, I didntt hear him. 

Let me just refer you to him then. First of all Mr. Arnold, 


the Exhibit 306, the letter to the Premier, the first item 
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1-P-4 
Arthur Arnold - Crawford Ex. 





Q (cont. ) in respect to the Lease of the Northwest 
Utilities property that came up as far as you know I believe, 


is that correct? 





A First Article on it, yes sir. 

Q And had there been verbal communication before that? 

A I told you on two occasions, yes. 

Q Two occasions, would you mind telling me again when they were 

A Around six weeks I would think before, I couldn't remember 
exactly. 

Q Around the first part of February? 

A Somewhere in there, when the building was up for sale. 

Q And was this the occasion that the Melton salesman got in 
touch with you? 

A Yes sir. 

Q Who was the client of the Melton salesman at that time? 

A He didn't say. 

Q So you dontt know whether it was North West Trust Company 
or Northwestern Utilities? 

A IT haventt any idea. 

Q Were you ever approached by Northwestern Utilities while it 
still owned the building? 

A No sir. 

Q Firstly by Meltons verbally and then by the letter which is 
Exhibit. 306, to the Premier? 

A No, I told you Mr. Peats phoned and said there was a group 
trying to get together to buy this building and wondered 
whether we would be interested in leasing it. 

SUPREME COURT REPORTERS 








EDMONTON, ALBERTA 


oa - =< 
: 7 -_ 


a 


xa vo ® 19 


! 
















‘sys 
teowdd10K ods to sesol oft oF doequen ab a G gno 


|.sveiled I woad uoy es 181 e6 gu omso Jed wrogong 26) re ome su 
SYoats00. 48 aid 
tte eey ,.3i no sloksa 3 137 


Steud sioted nottsotnummoo {sdiev aged otadd bed bok 
| -a9y ,eanolesoso paw a0 uoy bfod I 
stow yods asdw otsys em ygoifies baim voy biyuow <enotas990 ow? : ee 
todmens 1 t'abiuoo I ,etoted Anidt bluow I exslesw xte bauoté A 


-yisos8xo 


Syisu1det to tiaq Jetit sd¢ bavotA Q 


.oise tot qu esaw gotbliud eds nedw .si9sdt ni s1sdwomoe 


ai JoQ ssamacise notioM ofS tsd3 notesooo edd atdt eaw boA 86 















“Swoy dotw douot 
-tia eet _ A 


sores ASCE —— 
my te mn ae 


omit Jedd Js nasmaclse sotleM edt to dneilo edt asw ofW — g 
¥osaqgmo) jautl saow dg204 aaw 3k a9rtedw wood t'aob NOY OF 


Teerti lis arsteqwis2on : 


-sebi yne ities 4 


3i slidw eaotsi tis nasteowdsaoK4 yd bedosorwqge t6ve wou otew 
Sgatbliod ods ome Atta 
+ are yeas je ha 


ei doidw sstd¢el oft yd oodd Bas ybisdarey seit a cd. 





Treimesh eld « 

quo7p 6 esw gToid bhee bas hone: nivel “ M 9» 

be1sbrow bas yoibiind ads we og = ae a 
ott anteset fk 


rable 
woe 
o “rani 3m te “ 


7 i ideas ae 





2012 
1-P-5 
Arthur Arnold - Crawford Ex. 
Q I am sorry, I missed that when you testified to it before, 
I remember you referred to Mr. Peats but when was the 


conversation with him? 


A When? 

Q Yes? 

A Oh, I cantt remember, I mean, it was just a phone call. 

Q Well, can you place it in relation to the call from the 
Melton's man? 

A Somewhere in that week or somewhere in that area, it was 
relating to the building, this is .all I. recall on .it. 

Q And what did you do about following up either of these leads? 

A I didn't do anything, they were offering us the property and 


I informed them we were not interested in them. 

Q Mr. Arnold, I am just going to call your attention to the 
evidence given by Mr. Mideen yesterday afternoon and it 
starts at the bottom of page 1958 and going along for about 
a page: 

et) Does your file disclose that this matter was 
originated by the letter to Mr. Manning which 


I read into the record? 


> 


This is .correct. 
There is nothing antecedent to that? 


No, nothing in the files whatsoever. 


tO = Ro 


And did you have any knowledge of any 
negotiations or discussions with anyone prior 
to the date of that letter? 

A None whatsoever. 
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1-P-6 
Arthur Arnold - Crawford Ex. 
Q (cont. ) 
Ua Then what happened after the receipt of that 
letter to Mr. Manning? 
A At this time the Deputy Minister of the Department 
of Public Works handled all leases. All leases 
were referred to the Deputy Minister. 


Q Who was then? 


A Mr. Arnold, Mr. Arthur Arnold. 
Q Yes? 
A At that time and sometime prior to that I had 


taken on the function of examining all proposals 
and with respect to the legal aspect of the people 
submitting, that they were bona fide owners and 
it was a bona fide offer." 
Is that statement correct? 
A It sounds correct. 
Q And you said this morning I believe that this was a function 
that Mr. Wilson was used in? 
A Yes. 


Q And you recall specifically though that you did not refer the 





earlier phone calls to him for checking? 
A There was no reason to. 
Why would you say that? 
A Because they were only asking us if we would give them a 
commitment before they bought the building and we never would. 
Q All right then Mr. Arnold, in this evidence I have been 


reading to you Mr. Wilson then said this: 
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1-P-7 
Arthur Arnold - Crawford Ex. 


Q (cont. ) 

Mak In this particular case I checked into the title 
of the property in this particular instance and 
found it was under Northwest Utilities. I then 
reported back to the Minister of Public Works 
that I had checked the file and that there was 
no Abstract of Title to show any interest on the 
part of the people who had made the submission 
and asked permission to go and speak to them to 
ask what interest they had in property." 


Do you remember that? 





A No. He didn't refer to me, he referred to the Minister, 
didn't he? 

Q Oh yes, quite so, you were employed in this office at that 
time? 

A I could have been out of the office at the time on a trip 
someplace. 

Q Oh, I am sure, I am trying to find out from you as nearly 


as I can what you do know. 





A Thank you. 


Q So as to the checking into the registerable interest of the 





writer of the letter, North West Trust, you know nothing? 
A No sir. 
Q Did Mr. Wilson ever report to you, to your memory, on the 
question of the interest of North West Trust in property? 
A Noy no, Tidon*t#’recall that? 


Q I am now referring to, at the time Exhibit 306 was written or 
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1-P-—8 
Arthur Arnold - Crawford Ex. 





Q (cont. ) at anytime afterwards? 

A No, I cantt recall. It was his Department who prepared the 
lease and this is what he was doing when he was checking 
into that. 

Q Mr. Wilson then said this, he said: 

Mt oA This I did and I contacted Mr. Miles, the managing 
director of North West Trust Company who said he 
had a registered interest and was surprised that 
the interest was not registered because their 
lawyers had been instructed to do so. I showed 
him the Abstract of Title and said this is the 
situation and naturally we have to know whether 
you have a registered interest or not. He then 
said, well, I am afraid that this is a confidential 
document and I advised him that unless the 


document was made available to me there could be 





no further negotiations." 


Do you remember anything about that? 





A No sir. 

Q Do you remember anything about the confidential document 
itself? 

A No. 

Q Do you know what such document was? 

A No. I only saw Mr. Miles once when he let us into the 


building, this is the only time I ever saw him. 


Q But Mr. Wilson nor Mr. Miles discussed with you the confiden- 


tial document? 
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1-P-9 
Arthur Arnold — Crawford Ex. 


A No sir. 

Q It wasn't part of your responsibility then, in your mind, 
to satisfy yourself about the ability with respect to the 
lessors to lease property to the Government? 

A I left that to the Department, that was Mr. Wilson's 
function in the Department and if there was anything he 
wanted to discuss with me he would bring it up to my 
attention. 

MR. CLEMENT: I think Mr. Commissioner to be 
fair, as I recall Mr. Wilson's evidence was that he checked 
with the Attorney General's Department as to the title. 


MR. CRAWFORD: I dontt know if Mr. Clement is 





suggesting that Mr. Wilson and Mr. Arnold couldn't discuss 
it with themselves or among themselves if it was presented 


to the Attorney General's Department or not but I suggest 





that both could have happened. 








Q MR. CRAWFORD: You said you examined this file in 
the last few days Mr. Arnold? 

A No I didn't. I said I saw a document in Mr. Wilson's brief- 
case. 

Q I see? 

A We were sitting at the back in the other place and he opened 





the briefcase and I saw this one document. 
Q Was it apparent to you Mr. Arnold that North West Trust 
Company was making an enormous rapid profit in this case? 


A No. 





Q You didntt check into that? 
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t-P-10 
Arthur Arnold - Crawford Ex. 
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- Wright Ex. 
It was none of my affair. 
Mr. Wilson had never mentioned that to you? 
No. 
Have you ever ascertained what interest Mayfair Leaseholds 
had in this property? 
Myself personally? 
Yes? 
No sir. 
Again, was this matter left t Mr. Wilson? 
That is correct. 
Have you any idea of who the shareholders and directors of 
Mayfair Leaseholds were at the time you approved the form 
of Lease? 
I hadn't any idea, 


I think those are all my questions Mr. Arnold, thank you. 


THE COMMISSIONER: Mr. Wright? 


MR. WRIGHT EXAMINES THE WITNESS: 


a a RS Ee A SEE ED 


The people in the North West Trust Company dealing with this 
matter were experienced in the real estate business to a 
greater or lesser degree were they not? 

I wouldntt know. 

You don't know. To people who are used to dealing with 
Government Department with a view to possibly letting space 
to them, the Premier is not the obvious person to write to, 
is=hiex? 


Well, I can't speak for everybody that has property, they 





write to whoever they like. 
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1-P-11 
Arthur Arnold - Wright Ex. 


Q 
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At any rate, people had spoken to you about this property 
prior to the letter to the Premier? 

thatuas corrects 

Have you any idea why it was the Premier that was written 
to? I am not asking you to guess, I am asking whether 
anyone told you? 

No. 

So that apart from this phone call or two, possibly, that 
someone made to you which came from Meltons, you have no 
idea of any communication between any member of the 
Government or of the Civil Service prior to that letter to 
the Premier about this building? 

No sir. 

You yourself did not casually discuss it with anyone that 
you happened to meet connected with the matter prior to that 
date, eh? 

No sir. 

You are sure of that? 

Positive. I mean, I have just told you exactly what I know 
about the building. 

It was well known that the Gas Company was disposing of the 
building? 

I think it was general knowledge, they had built a new 
building. 

Certainly, everyone knew they were moving out into the 
Milner Building? 


Oh I would say a lot of people, I wouldn't say everybody enen 
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1-P-12 
Arthur Arnold - Wright Ex. 


Q All right, children perhaps. Why had you not approached the 
Gas Company direct with a view to taking space? 

A Because that wasn't the policy of the Government. It was 
never our policy to approach anybody regarding space. 

Q How badly did you need office space at the time? 

A I think there was never a time that I was with the Govern- 
ment they didn't need office space. 

Q Well then, why didn’t you go out and ask a few people? 

A Because we always figured, my Minister always told me that 
the people could use that as a bargaining position to sell it 
to somebody else and they never wanted to place the 


Government in that position. 
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A. Arnold - Wright Ex. 
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But your policy went a little further, as you say: you didnt 
like dealing with an interim owner, or a prospective 
purchaser; you would only deal with the ultimate purchaser, 
so far as you could? 

Well, we would never deal with anybody that didn*t own the 
building. 

Yes; your answer to my learned friend Mr. Gill was that 
you would try and deal with the person who was in fact 
buying the building at the time. 

Well, we hadn*t any idea who was buying the building at the 
time. We were offered this space. We went and looked at 
it, We spent a lot of time drawing up sketches to see if 
the departments would work in before we made an offer to 
lease the building. 

Yes. 

So we wouldn't go to all that trouble, if people didn't have 
the building -- I mean, it would put us to a lot of work 
and a lot of time. 

There are one or two things that puzzled me about the 
correspondence, Mr. Arnold: in the first place, the North 
West Trust Company were the people you were dealing with, 
were they not, as principals? 

Well, according to the letter, yes. 

According to the file -- not according to the letter, 
because their correspondence, in Exhibit 306, my Lord, and 
in letter number four on the file -- which is not an 
exhibit -- refers to clients. These are the only letters 
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(Cont.) from North West Trust Company -- it refers to 
clients, doesn’t it? Who were those clients? 

TIT haven't any idea, 

Pardon? 

I haven't any idea. 

Well, didn*tt you see that first letter? 

Yes. 

The letter, first letter which is marked 4. 

Marked what? 

4. 

Yes. 

But you don’t know who the clients were that they are 
talking about? 

No, I didn't have any idea. 

Well, whom did you think you were leasing the building from? 
Well, I had forgotten about the building up to that stage -- 
I mean, I had gone away for three weeks and left it. 

Well, when you put your initials on the lease, whom did you 
think you were leasing it from? 

North West Trust Company or some of their clients; I mean, 
I didn't know who it was. 

And you had left it to the Attorney General’s Department to 
check out the validity of the title then? 

Normally this is what was done. 

Did you know it was Dr. Allard's -- . 

No sir. 

_.- interests that you were leasing it from? 


SUPREME COURT REPORTERS 
EDMONTON, ALBERTA 





ee ie: 


a LO 




























; i PA. >} ae 
o3 atetet sk «<« Yasquo) taniT teow ddtou on’ A tae 


= 


fatnoiLo second esew odW Sdt sta adnekic 


. 

n spobk yas sta erat 4 
A canes hai esta — 
. enon ane: staovad I 
Tressel teak? tedd esa woy dtnbib illo 
+ TER ye 
-6 bediem ei dottiw retseL sesk?.,sessel edT 
Stade bedasM 
pee re . 

/ .-eeY¥ 

orn yeds tedd siew acnsilo. ed? ofw wond ¢tnob uOY saat 
_ Sduods, ackiiad 

.sebi vos coe t'nbib IT ,ok 
Tmoit gaibliud oft patassl stew wov Antdd voy bth modw .Iiew 
-- ogsse jadd of qu gnibliud edd jauoda netstogtot had Zt .ifew — 
.ti Stel bas alleow cends 10% yews onog bed I, .asem lL 
voy bib modw ,oneesl ads no alsitini awoy iuq ~ nosiw ew 
Tmo1? +i gaieanel stew voy said 
teem IT yadmeilo aiedt toa omoa +0 Yanga? seuaT Saleaiendal 
,eew ti odw wanted! mbib I 

ot tnemtrsqged etistened yentoddA edt oF gE. Somepuaion r 
Taedt oftid edd 20 ytibblsy. ) 0 ‘aah : a 
.mob asw Jadu ad aun ae } ehben “10% 
. == etbtsLlaly oom Pant: 
an Po! 

as f ; : 
AFmoP® Db, rr 


2022 




























2-M-3 
A. Arnold - Wright Ex. 


A I hadntt any idea. 





Q We were talking earlier about acting Ministers. How did you 
find out who the acting Minister would be at any particular 
time? 

A Normally if my Minister was going away he would say that -- 
I will be away for so many days, and we would maybe discuss 
problems, and he would say: when I am away if you have 
anything that needs to be signed, send it to Mr. Taylor or 
Mr. Hooke or Mr. -- well, anybody that the Executive Council 
appointed for our acting Minister, 

Q And whom the Executive Council had appointed was something 


that you got by word of mouth from your Minister? 


A That is correct. 

Q There wasn't a rota posted some place? 

A No. It was never the same one -- sometimes it was somebody 
else. 
Right. 

A Yes. 

Q Thatts what we are trying to get at, but at no time could 


you go to some spot and find who the acting Minister was 
if Mr. Hartley, in your case, waS away or sick or something 
like that? 

A Oh, I think if somebody hadn't told me who it was,we could 
get from the Premier's office who was our acting Minister, 
whoever it had been decided in the Council; it wasn't hard 
to find who it was, 


Can you remember how you got word that it was Mr. Hooke that 
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2-M-4 
A. Arnold - Wright Ex. 
(Cont.) would be the acting Minister on this occasion? 
No, just through the general normal channels. 
Q Well, you can?t remember how in fact then you got word on 
this occasion? 
A No; we never even paid any attention to that type of thing. 
Q I am not suggesting that you should have done or that you 
did, but I’m just asking how, and you canft remember. 


A No. 








Q The three weeks that you were to be away was a trip with 
Mr. Hartley, was it? 

A That is correct. 

Q And did you come back with him? 

A Yes. 

Q To Edmonton? 

A ¥es; 

Q And the lease wasn’t prepared when you went away? 

A No, it doesn’t look like it. 

Q So that you would have had to put your initials on it when 
you came back, You nodded? 

A Yes -- I beg your pardon -- I’m sorry. 

Q My Lord, this, I think, will be a permanent fixture here, 
so we might mark it, this file. I referred to one letter in 
it which was unmarked, and it has Exhibit 314 in it anyway. 

THE COMMISSIONER: Where did it come from? 

MR. WRIGHT: This was produced by Mr. Wilson, and 
is a Xerox copy compiled by him from the department's file. 

THE COMMISSIONER: Is it not marked as an exhibit? 
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2-M-5 


A. Arnold - Wright Ex, 





MR. WRIGHT: Not the whole file, sir. 
MR. CLEMENT: Now, sir, this follows the usual 
course, if I may suggest it: the file is put in and tabled 


for consideration by counsel, and if there are any 
documents in it that reference is to be made to, then 
those particular documents are put in exhibit. 

MR. WRIGHT: Yes, but in this case, my Lord, it 
is of some interest that the only letters from the North 
West Trust Company refer to clients, and you can't see 
whether they are the only letters or not unless what is 
supposed to be the whole file is there, 

MR. MAYNARD: I still raise the same objection as 
Mr. Clement, that the whole file as such should not go in 
as an exhibit. If my friend wants to refer to any 
particular document in the file and wants it as an exhibit, 
that is the procedure to be followed. 

THE COMMISSIONER: Yes, the only objection I have 


personally to a whole raft -- a file going in like that -- 








it more or less imposes the obligation on me of reading 


through reams and reams of documents that may have no 





relevance, and I think there is a limit -- I think there is 
a proper limit to what I have to do as Commissioner, and 
when a file like that of fifty or sixty pages is put in as 
an exhibit I presume that I have to read it, and I think 
there is a limit to what I should be expected to do as 
Commissioner, and I am going to require from now on when a 


file like that is put in, that any documents that are 
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2-M-6 
A. Arnold - Wright Ex. 





THE COMMISSIONER: (Cont.) relevant will be marked as exhibits, 
but I don’t propose to read reams and reams and reams of 


irrelevant paper until the relevance has been established. 


MR. WRIGHT: Yes, fine, my Lord, that's a very 
good way of approaching it, but -- . 
THE COMMISSIONER: So you can choose any document 


in there that you wish to have marked as an exhibit and I 
will have it marked, 

MR. WRIGHT: All right, No. 4 -- the one marked 
No. 4 in the file, sir. Perhaps the Clerk can identify it 
for us. 

THE COMMISSIONER: Would you like to indicate, Mr. 


Wright, any document you wish to have marked? Mr. Steer? 


MR. STEER: I just didn't hear what my friend 
Mr. Wright said last -- something about a fourth document --. 
MR. WRIGHT: Document No. 4. It is a letter from 


the North West Trust Company Ltd. to the Department of 
Public Works, of the 28th of March, 19 -- . 
MR. FRIEDMAN: My Lord, that letter has already 


been marked as Exhibit 307. 





MR. CLEMENT: Yes, indeed it has. 

MR. WRIGHT: Well, that solves that, then. 

THE COMMISSIONER: Go ahead, continue, Mr. Wright. 

Q MR. WRIGHT: But the point I'm trying to get at, 


my Lord, is: these are the only letters from the North 
West Trust Company in the file, and both of them refer to 


tour clients" -- and not to themselves as principals. That's 
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2-M-7 
A. Arnold - Wright Ex. 


- Steer Ex. 

Q (Cont. ) the only point I was trying to establish. Mr. 
Arnold, do you know of anyone connected with the government 
that got a financial advantage from this deal. 

A No sir. 

Q And I take it that your evidence about this whole transaction 
may be summed up by saying that you know of nothing 
discreditable about the deal? 

A No sir, This place was reasonable in cost, was an ideal 
location for what we wanted; the building was laid out -- 
well, you can’t say perfect, but it fitted our requirements 
without a lot of changes; there was things that the Civil 
Service required, such as rest rooms for female help; there 
was a small cafeteria downstairs, and there was ideal 
parking. 

Q Well, my question could be much more shortly answered than 
that. You know of nothing discreditable about the deal? 

A No, no. 

Q Thank you, 


THE COMMISSIONER: Mr. Steer? 





MR. STEER EXAMINES WITNESS: 
Q It’s quite clear when this first letter came in on March 


13th, that Mr. Hooke was not your Minister. 


A That is correct. 

Q Mr. Hartley was there, and you were working in -- . 
A Yes sir. 

Q 


And Mr. Hooke had absolutely nothing to do with the decision 


being made as to whether this space was going to be leased 
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2-M-8 
A. Arnold —- Steer Ex, 


Q (Cont. ) or not. Mr. Hooke had absolutely nothing to do 
with it? 

A No, sir; he would sit on the Executive Council that 
finally approved it, but he -- , 

Q I see, and the people who had steps to take with respect 


to this building, once the letter from Mr. Miles was 
received, were yourself —-- is that correct? 
The first letter? 

Yes. 

Yes sir. 

Mr. Wilson is the next man? 

No, I would say Mr. Kenworthy would be next. 
All right, Mr. Kenworthy. Who else? 

Mr. Hime. 

Hime, yes? 

Mr, Brettelle, 

Yes: 

And then Mr. Wilson, 

And then Mr. Wilson, 


He was part of the -- . 


0 Fr wo > CO re CO we CO FP CO rH © te 
Ks 
8 


And these men were all civil servants working under you, and 





under Mr. Hartley, the Minister? 


A Yes sir. 

Q And reporting to him -- reporting to Mr. Hartley ---- or 
through you to Mr. Hartley. 

A Yes. 








Q Yes. Now, this letter was addressed -- the letter Exhibit 308, 
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2-M-9 

A. Arnold - Steer Ex. 

QO (Cont.) Mr. Miles’ letter, the letter of March 13th, was 
addressed to the Premier of the Province, You saw that? 

A Yes sir, 

Q Did you know or did it come to yair attention that a second 

letter was written on the same day addressed to a Mr. Peter 


Elliott, did that ever come to your attention? 


A No sir. 

Q Who was Mr. Peter Elliott? 

A He was Executive Secretary to Mr. Manning, the Premier. 

Q To the Premier, yes. Now, the letter being addressed to the 
Premier, was it then referred to you or to your Minister 
Mr. Hartley? 

A As I recall it, it was referred to my Minister. 

Q And your Minister then got in touch with you? 

A Yes, correct. 

Q And I suppose at the time you got the letter Exhibit 306, 
you read it? 

A I would presume so, 

Q Now, it says: "Clients of ours have recently acquired the 
buildings of Northwestern Utilities Ltd. on 104th Street." 
That*s the way the letter starts, isn’t it? Do you have 
that in front of you? 

A No. 

(Document is handed to witness.) 
A Yes. 
Q MR. STEER: So you knew that North West Trust 





Company didn*t own the building right from the very beginning} 
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2-M-10 
A. Arnold - Steer Ex, 





Q (Cont.) is that right -- but there was somebody for whom 
they were acting? 

A I would presume so, 

0) Now sir, I suppose during the course of your career as 
Deputy Minister, and handling these sort of matters, you 
had also dealt with real estate companies who were acting 
for clients in wanting to lease property to the government? 

A Yes, and law firms, too, 

Q And law firms, and quite often they would not disclose the 
name of their clients? 

A Oh, lots of times -- I wouldn*t know how many. 

Q It*s only a matter of protecting yourself in case somebody 
walks around behind your back and snaps the client out from 
under you; that's right, isn’t it? 

A I imagine that‘*s the way it works. 

Q Sure. Now, then, sir, this whole lease was handled as a 


purely routine matter, wasn’t it? 


A Definitely. 
Q And the procedure that was used, whatever that procedure may 
be -~ and you have been asked a great deal about it -- was 





the procedure that was followed with respect to any other 


lease? 
A Yes, that's correct. 
Q Now, sir, you told us that a committee went down to examine 


the building, and you named the committee, and you found the 


building to be satisfactory. This is correct, isn't it? 


A Yes, so -- satisfactory so far as we went then. 
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A. Arnold —- Steer Ex. 


Quite. 





Yes. We had then introduced it back to the people we were 


representing, the other departments. 


Q I see, and they would look at it and they were satisfied, 
too? 

A Yes sir, they seemed to be. 

Q Now, I wonder if your memory will serve you: was there a 
discussion between a number of -—~ perhaps yourself and some 


other people in your department, and people representing the 
owners of the building with respect to the rent? You see, 
Mr. Miles offered the building to you at two seventy-five 
per square foot, and then on March 26th you wrote to Mr. 
Miles and said that you would take it at two-fifty per square 
foot. Are you able to recall any meeting in the interval 
with respect to rent? 

A I would imagine that normally I would discuss that with the 


Minister, and he would say: make this offer. That would be 





where that price would come from, 

Q I see. You have no memory of any such meeting in any 
event? 

A Not with -- . 

Q Not with the owners of the building? 

A Oh, no, we —- 

Q Or with anyone representing the owners? 

A Oh, no, no, that was within our department. JI would imagine 
it would be with the Minister because we couldn*t commit 





the department without the Minister's approval. 
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Quite. Of course, you are quite right there because your 
letter reads, Exhibit 314: "I have been instructed by my 
Minister -- ." 

That*s correct. 

Now, you told us about certain earlier telephone 
communications that you had, and I would just like to be 
clear on this, sir, that in those conversations, it was 
clear to you that -- during the conversation -- that these 
people did not own this building. Right? 

Yes sir. 

And Mr. --- nor were they acting for a person who owned 
the building. 

No, they didn‘t say. 

And the letter Exhibit 306, North West Trust's letter, 
makes it quite clear in the opening sentence that they are 
in fact acting for people who owned the building. Is that 
correct? 

Well, it says, "Clients of ours have recently acquired the 
building -- ." 

Certainly. There couldn't be anything more clear, could 
there? 

Well, somebody --- if a reliable company would send you a 
letter of this type you would naturally think it was 
authentic. 


Certainly, and that’s exactly my point. Now then, sir, we 


come to your letter of March 26th, Exhibit 314. Do you have 


that letter, sir? That letter, sir, was written by you, 
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A. Arnold - Steer Ex, 


(Cont.) wasn't it? 


A Yes. 





Q Now, it starts out: "I have been instructed by my Minister, 
the Honourable James Hartley, to negotiate a lease with you 
--" etc, 

A Yes. 

Q Two-fifty per square foot and the other terms are set out, 
and you asked them to contact Mr. Kenworthy. 

A Or Mr. Brettelle, 

rQ Or Mr. Brettelle. Now, you were asked a lot of questions 
about being away for three weeks and so on. Now, it’s clear, 
isn’t it, that at this stage the matter had been investigated 
you had reported to your Minister, and your Minister had 
said: I want that building, and I want it at $2.50 a square 


foot. Is this correct? 








A I would think that would be correct, 

Q Yes, it seems perfectly obvious, you wouldn’t write that 
letter without the authority of your Minister, would you? 

A No sir. 

9 And you say: “I have been instructed by my Minister -- ," 

A Yes sir. 

Q So it’s quite clear what has happened at this stage. 

A Yes sir. 

Q And then, of course, you weren’t present, but the next 


A eau cub in the file Exhibit 307 is a letter from Mr. Miles 





to Mr. Kenworthy accepting the offer -- just turn over to the 


next document, Mr. Arnold, You will see Mr. Miles has 
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A, Arnold - Steer Ex, 


Co fF OO PF 





(Cont.) written to Mr, Kenworthy and accepted the offer 
made in your letter of March 26th, Exhibit 314. Do you see 
that, sir? 

Yes 

So that the matter is complete, and there is an exchange of 
correspondence and an agreement to lease has been made at 
this stage. That’s correct, isn’t it, Mr. Arnold? 

This would form a contract for lease. 

Certainly -- I’m not asking for a legal opinion, I*m just --. 
No, and I wouldn't like to give you one, 

And Mr. Hooke has not had a thing to do with this 
transaction up to that point. That's correct also, isn't it, 
Mr, Arnold? 

As far as I am concerned, yes. 

And you had leased or handled leases for the government 

for some period of time up to this point, hadn't you? 

Yes sir. 


About how many years had you been handling this matter of 





renting space, and so on? 

I was Superintendent of Buildings before I was Deputy 
Minister --- and the purchasing department used to handle 
all the leases at that time. As I recall it, it was about, 
oh, a year before I became Deputy that I started to handle 
leases -- somewhere in there, 

I just want to ask you this, sir: in view of what you have 


had to do with these matters while you were in the government | 


is it your view that $2.50 per square foot as rent for that 
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A, Arnold — Steer Ex, 
- Maynard Ex. 





Q (Cont.) building is a reasonable,fair rent? 
A We thought so at the time, We were satisfied, 
Q Thank you, 

THE COMMISSIONER: Mr, Maynard? 


MR. MAYNARD EXAMINES WITNESS: 


Q 


Ce tO tO 


Mr. Arnold, you made reference to some confidential 
information that North West Trust had -~- didn?t wish to have 
a lease? 

I didn’t; they asked me if I knew about it. 

And you knew nothing about it? 

No sir -- I think it was Mr. Wilson, wasn’t it? 

Mr, Wilson was testifying about this yesterday, 

Yes. 

I show you on this file a letter of March 10th from North 
West Trust -- to the North West Trust from Mr. Giannone, 
Have you seen this document before? 


Oh, no, I don’t know anything about it. 
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2-B=-1 
Arthur Arnold = Maynard Ex. 


MR. MAYNARD: I presume, Mr. Commissioner, Mr, 
Wilson will be recalled? 

MR. CLEMENT: He has not been completed on this 
aspect. Do you want that letter? 

MR. MAYNARD: Well, Mr. Commissioner, this letter of 
March 10th 1959 is a letter from Mr. Giannone to the 
North West Trust, I understand from Mr. Clement he will be 
producing it as an Exhibit in due course when Mr. Wilson is 
returned, and in view of the discussion that took place 
this morning when my friend Mr, Wright was questioning the 


witness as to knowing whether the North West Trust was 





acting as principal or agent, I would like to read one 
paragraph of this letter. 

MR. CLEMENT: Well, sir, in that évent it might as 
well be marked in evidence now. 

MR. MAYNARD: Well, I will read the paragraph and then 
we will mark it. 

MR. GILL: Mr. Commissioner, it was referred to in 
evidence yesterday, I would have no objection to it going in 
as a marked Exhibit, 


MR. MAYNARD: It was referred to but it was not marked } 





and I think it should be marked and before we mark it I 





should like to read this paragraph. The paragraph I shall 





read is the first paragraph and it starts out as follows: 
"T am authorized to confirm to you on behalf of the 
members of our company that we are prepared to sell to 


your clients the following described lands: 
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2-B=2 
Arthur Arnold = Maynard Ex. 


Me. MAYNARD: ¢(Cont)) ,Loatsel8¥s 188, 189, 190 ..." 
and so on. And this is the document that Mr. Wilson had 
received from the North West Trust, I take it, as the 
confidential information. 

THE COMMISSIONER: Exhibit: 815s 

LETTER, MARCH 10th, 1959, FROM 
GIANNONE TO NORTH WEST TRUST, 
MARKED EXHIBIT 315. 

MR. WRIGHT: My Lord, I should draw Your Lordship'’s 
attention to the fact that this new Exhibit is different 
from the document that Mr. Wilson was referring to, there 
is a clause added or something at the end. 

THE COMMISSIONER: Perhaps you would refer to the 
transcript and clarify that? 

MR. CLEMENT: If my memory serves me, Mr. Wilson had 
stated that the copy on his file bore no signatures and the 
one which I have produced is a full photostat. 

MR. WRIGHT: No, it is not the signatures, it is.a 
clause in the agreement. 

MR. MAYNARD: Well, there is a clause written in at 


the bottom of this letter which does not appear on the 








document on file. This one. 
MR. CLEMENT: Is that what you mean, Mr. Wright? 
MR. WRIGHT: Yes. 
MR. STEER: With regard to this point, the original 


of that document is in the North West Trust file and I 
think Mr. Clement has the file, so that the original 


document is sitting on the file and perhaps we don‘'t need 
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2-B=3 
Arthur Arnold = Maynard Ex, 


MR. STEER: (Cont.) photostats. 

MR. CLEMENT: Well, actually from the Northwestern 
Utalities file - 

MR. STEER: No, the North West Trust. 

MR. CLEMENT: The North West Trust file, I was 
given this photostat, I doubt whether I have the original. 


Excuse me, excuse me, now I could be wrong about that. 


MR. STEER: I am not sure either, but that was my 
memory . 
MR. CLEMENT: Shall we put the original in, would you 


like to inspect, it,),Mr., Wright? 

MR. WRIGHT: No, I am sure that the copy that is 
going in is the correct one, but my point is that 
obviously subsequent to the time that Mr, Wilson examined 
the agreement a further little clause was added postponing 
the possession date for one month, 

MR. MAYNARD: Oh, no, Mr. Commissioner, Mr. Wilson 
pointed out quite clearly yesterday that the copy that he 
had produced from the file was a Thermo-Fax copy which 


does not take writing on the Thermo-Fax copy itself. 





THE COMMISSIONER: Yes, I remember Mr. Wilson stating that 


it apparently did not take signatures. 





MR. MAYNARD: I think it is quite clear, Thermo-Fax 
copies, anyone who is familiar with Thermo-Fax copies knows 
that the ink will not be registered on the Thermo-Fax copy. 


THE COMMISSIONER: T recall Mr. Wilson’s statement to that 


effect. 
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4 
Arthur Arnold - Maynard Ex. 
MAYNARD: Yes. 
COMMISSIONER: Yes: 
WRIGHT : My Lord, it could be marked and we 


THE 


MR. 


THE 


Q 





can ask Mr. Wilson about it when he comes back, 
COMMISSIONER: Yes, and will you give me the date of 


that letter please? 


SHORT: March 10th, 1959. 
COMMISSIONER: Go ahead, Mr. Maynard, 
MR. MAYNARD: Now, Mr. Arnold, if we can come back, 


reference has been made to two letters dated March 26th 
1959. and that is Exhibit 314, and a letter from yourself 

as Deputy Minister to Mr. Miles; obviously you were still 
in Edmonton when you wrote this letter on March 26th? 

Yes sir. 

And then there was a letter dated March 28th 1959 from Mr. 
Miles to Mr. Kenworthy accepting the proposal for the 
rental at $2.50 a square foot; do you recall if you were 
still in Edmonton when this letter of March 28th was 
received by Mr. Kenworthy? 

I don*t think so, if I had of been I would have answered in- 
stead of Kenworthy. 

Well, the letter is addressed to the attention of Mr. S. E. 
Kenworthy in accordance with the instructions you had 

given in your letter of March 26th; was there a reply given 
tbo this tLetter 2 

I never sent one. 

Well, do you know if Mr. Kenworthy sent one, from a look at 
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2=-B-5 
Arthur Arnold - Maynard Ex. 


Q (Cont.) the file? 

A I will have a look. It may be back here. This would be, 
this would be sent, you see this Agreement to Lease was 
Signed and approved by Kenworthy, that is Kenworthy’s, 
and this is what we used to have before we made the Lease 


up, was an agreement form to lease. 





Q Yes? 

A A standard agreement form to lease. Now, I presume = 

Q Excuse me, this Agreement to Lease form is dated April 6th 
1959? 

A lesesar. 

Q Whereas the letter from, from Mr. Miles to Mr. Kenworthy 


is dated March 28th 1959? 

A Yes. 

Q Now, my question was whether you could establish from the 
correspondence whether you were still in the City on March 
28th or, obviously you must have left by April 6th? 

A Yes, it looks like that. 


Do you recall what period of time or any date that you could 


tO 


have left the City between that period of time? 








A It.looks-as if I left before this letter. 

0) That is as close as you can come? 

A Ineanncheek its 

Q No, that's fine, by April 6th you had already left the City 
and the Lease is dated April 28th 1959? 

A Yes sir. 

Q And you were gone three weeks? 
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2-B-6 
Arthur Arnold - Maynard Ex. 





A I just got” back in time for the Lease. 

Q During that period of three weeks can you possibly say 
today, Mr. Arnold, going back, when your initials were 
placed on this Lease, whether it was before you left, 
sometime before April 6th or after you came back? 

A Oh, no, I couldn't say positive, I mean it is too long ago. 

Q Exactly, it could have been before and it could have been 
later: 

A Oh, it could have been, I mean it is, things are so vague an 
so long ago that I can’t remember, so many Leases have been 
signed since then and before. 

Q Have you any personal knowledge of the method in which 
Deputy Ministers or Acting Deputy, If am sorry, Acting 
Ministers are appointed by the Government? 

MR. GICE: He has been asked that. 

MR. MAYNARD: Pardon? 

My Glee: He has been asked that, Mr. Maynard, 
and he said he hadn’t., 

A I donft know that, 

Q MR. MAYNARD: I just wished to confirm the fact that 
you have no personal knowledge of how Acting Ministers are 
appointed by the Government? 

A No, no, it was an Executive Council approval. 

Q That*s all I have, Mr. Arnold, thank you. 

MR. GILL: Arising out of = 

THE COMMISSIONER: Mie Las © 





SUPREME COURT REPORTERS 








EOMONTON, ALBERTA 


.ons gaol oot et ti nsom LI .,eovisiaog yea stxbiuots L om 400 & 


nosd oved eses0l yosm o@ ,19dmoeme1 3'a89 IT Jedd ogs gaol oe 






eased oft r03 omits at Gs 







wee yidiaaog voy as9 alesw seid Yo boise: tric 






wre : x 

eyow ealsitint toy neriw ,slosd gatog ebLonth oa eb a 
_ 

Stef voy ot0ted asw tb vorverw .eassd” akds 10. De: ie seSey 7 



























SH¥oad emso voy 19338 +0 ASO Liaga qoted: omtsonos 


ased eved biluos ti bas stoted mesd evad bivoo Jt <isouil 7 ey 


| Sosa t 


SuR6Y 08 ots epnidd .2i sr nsom I . need evsd biuoo Jf M0 A 


.st0ted bns astit sonte bemgte 


-_ 


tiotdw ai borjem old Io sybslwondt [snoeteg yrs voy oveH — 

gtitoA .yrtoe me I .ysuqed gakdoA 10 BrosainiM ysuqod 
SynemaxsvodD sis vd bedniogge e168 atedatmiM 

Jedd beves med asd oH | Fie eB 62) aM. 

Taobis4 bee peace mM 


is 


-buentyeM .aM ,oed¢ betes ased esd of , rrcoy aM 


ot? absd ed bise of bas ; 

seit wort 3aob T) : 

jad tost odt metiooo of bondaiw tent To + ‘1 QAMYAM coe 
ete eiotdeiniM yotsoA wort to sgbelwond Isnoaisq om ovat: oy 


TInomirre yoo i! bosntoaat age 
; 2 


2 


_isvoigqs LioaueD ovisuosxd ne BW (oe (on 


hi Lae 


voy dnedd .bioaaA yah Pate 
- to Iho pital poy! 


a 


_ 


“a: 
pow 


2041 eee ee eee 





2-B-7 
Arthur Arnold —- Gill Ex. 


MR. GILL EXAMINES THE WITNESS: 


Q Arising out of that, Mr. Commissioner. JI will endeavour 
to’ be brief. In the Ministerial File, Mr. Arnold, you will 
see a letter dated April 8th, 1959, from Mr. McCormack, 
the Supervisor of Property, to Mr. H. J. Wilson, the then 
Deputy Attorney General, and marked to the attention of 
my friend, Mr. Friedman, and headed: 

"Re Lease Space in the North West Trust Company Building 
for Government Offices, Edmonton, Alberta." 

and it reads: 

"We are attaching one copy of the Lease on the above 
mentioned premises which is for a period of five years 
as of May lst, 1959 at a rental of $5,416.66 per month. 
May we please have your approval as to form," 

Signed "H. W. McCormack, Supervisor of Property."., 
Do you so identify that letter? 

A Yes. 

MR. FRIEDMAN: Mr. Commissioner, with regard to the 
appointment of Acting Ministers, it is my opinion that at 


all times Acting Ministers for each and every Department 





are designated, it has been previously designated by Order~ 





In-Council, so that I know today, if the Attorney General 
is missing, who the Acting Attorney General is, and in the 
event that the first Acting Attorney General is absent I 
know who the second Acting Attorney General is; and I will 
attempt to obtain the information as to who the Acting 


Minister of Public Works was at that time, 
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2-B-8 
Arthur Arnold - Gill Ex. 


THE COMMISSIONER: Thank you, Mr. Friedman, that should 
clarify that point. Thank you. Do you want this letter 
marked? 

MR. GILL: I am going to ask that it be tendered 
as an Exhibit. 

THE COMMISSIONER: That will be marked as Exhibit 316. 

LETTER, APRIL 8th 1959, FROM 
McCORMACK TO WILSON, MARKED 
EXHEBIT 31.0, 

Q MR. GILL: Thank you. If the Exhibit can be marked 

in the file that already has Exhibit 314 in it and then 


copied. You so identify it Mr, Arnold? 


A Yes, this is a normal procedure, Mr. McCormack was the 





accountant in the Department, the Supervisor of Property at 


that time. 
MR. MAYNARD: Louder, please. 
A McCormack was an accountant with the Department and Surervispr 


of Properties at that time. 
Q MR. sGLLL: So the Lease would have been drawn in 
your Department by April 8th, judging from that Exhibit? 
Well, it seems that way, yes. 


That is what you would take from the letter? 





Yes, 


CO gS Cc Ee 


And Mr. McCormack was the person charged with getting the 
Lease ready and then sending it over to the Department of 
the Attorney General for approval as to form? 

A No, no. I think you will find that Mr. Wilson would do all 


this, he would turn it over to McCormack so that there would 
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2-B-9 


Arthur Arnold - Gill Ex. 


A (Cont.) be a record on our file for payments when the 
accounts came in, or whether we had to pay, that is how 
McCormack would get into this. Wilson would either give 
him the Lease and send it up, or there would be some 
communication in there somewhere, verbal or otherwise. 

Q But you as Deputy Minister would not put your initials 
on it until after the Attorney General's Department had 
approved it as to form? 

A That is correct, 

Q Thank you. Now, the next item in that file, Mr. Arnold, - 
oh, by the way, you do notice that your Government 
Department refer to the building as the'North West Trust 


Company Limited Building", is that correct? 


A That's what it says here, 
Q Yes. 
A We had several names for it, we used to call it the "Old 


Gas Company Building", and I don’t know what were the names 


on the plans we drew to make any alterations, but - 








Q But in the Exhibit = 

A That is all we knew who had anything to do with it at that 
time. 

Q On April 8th you refer to it as the'North West Trust Company 


Limited Building"? 
A Mr. McCormack does, yes. 
Q And Mr. Friedman on April 21st, and this is already I believe 


in evidence, no, it is not, but he refers to it as the 





"North West Trust Company Limited Building", and I am 
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2-B-10 
Arthur Arnold - Gill Ex. 

Q (Cont.) reading, Mr. Commissioner, from a letter from Mr. 
Friedman to Mr. McCormack dated April 21st 1959, headed: 

"Re Lease Space in the North West Trust Company Limited 
Building for Government Offices, Edmonton," 

And: 

"T have now forwarded by messenger a copy of the 
proposed Lease to be entered into by Mayfair Leaseholds 
Limited and the Government of the Province of Alberta 
with regard to the above mentioned space, I have now 
been advised by the Registrar of Companies that it is 
most likely that the name *Mayfair Leaseholds Limited't 
will not be approved. Will you, therefore, refrain 
from executing the Lease until the name is approved 


for the owners of the building." 





And it is signed by Mr. Friedman, and there is a p.s. on the 
etter: 

"T now understand that this name has been approved." 
Would you examine that and see if you recognize the 


signature of Mr. Friedman or the facsimile of it? 


A I would think it is, I say - 
Q Tender that as an Exhibit. 
THE COMMISSIONER: Exhibit 317. 





LETTER, APRIL 21st, 1959, FRIEDMAN 
TO McCORMACK, MARKED EXHIBIT 317. 


MR. GILL: Mr. Short will mark it in the file and 


then we will have copies made, please, Mr. Short. 





THE COMMISSIONER: Is it given an item number in the file? 


SUPREME COURT REPORTERS | 
EDMONTON, ALBERTA 











Om Way 

thes “t - 
a B 
@ ' 





























<M mort westef 6 mont ,19netea immo ee 





:bebsed .@20Lf salS IfagaA betab dtosmrodoM wail'os | 


Sage ry > 
rF 


botimil yasqmod JeurT tesW dowoK ong ak so8qe staot oa" 


" ue i 
.notanombaS ,.a9014%0 jnema1svoD 103 ‘garbLivg 7 
7 


» @ dO eet ne 
' - 
| 

| 


iy 
7 


oft io yqoo 6 teypaoe2eom yd bebiswiot wor eved 1% ant 


 ) a, ‘. 

ablodeeseld tisty¥sM yd otni bersdns od oF sased boaogotg 7 
stnsdIA to sonitvosd eft to tnemn19vod edt bas besimil ali 
af. 


wom eved I .sosqe bonolisacm evods sfd oF bisge% rigiw 7 
b ¢ vi 

al tt dad eoitnsqmod Jo te1tetgeA sit yd beatvba aoeod © 

ibotimid eblodeesst aistysM’ omen od Jedd Yloitrl taom 


4] 


nisitss ,etolsteds .woy [1iW .bevoiggs od goa Itiw 7 ¥ 


#5 


) 
| 
| bevorqqs ai sman sit Lisay sasol os gnitiesxs mort 
| " patbliud eas to arenwo oAt 10% 
ie mo .8@.q 6 ai o19n3 bas ,nemboistt .1aM yd bemgia at Jt ‘ba 
:rssseL a 
",bovetqas need anti omen atdd Jedt¢ bastervebay won I" ee j 
odt ozingoss soy Ti see bas tals onimsxe Joy bluoW 
€Ji to slimteos? odd 20 aembotti .aM to ouuvamgie 
- yea I .2i 3k sald wry 
,tididxd as es sedy robs br! 
VIG Skdkdxd Ynawo’ P2IMMOD ‘dH 
Stier dae: o 
ti none Ley, 
bos oLit oft mi Jt deem Litw 102, aM ae tele 


an wa 


. Xd 10Ne . aM « sesetaq sohnm © te 02, e" a : 
re = 


a 


WAMGIIAY .C2CL .saI<S IEMA ,AATTAL 
.VIf PIATHXS GIXAHAM ,AOAMAODOM OT 


ee 


Selit ads ai stedewn moti en ayy ii 


, 
. ; ‘ ae 
S ') ie P 
| Ae ba pod ny 
- - ¥ . aes haw S plaverat)< « 


a. oo 


2045 































2-B-11 
Arthur Arnold —- Gill Ex. 





MR. GILL: It is Item number 8, Mr. Commissioner, 


in the file. 


MR. CLEMENT: Could we put a mark on the copy, sir? 
MR. GILL: It has been marked by Mr. Short. 

MR. CLEMENT: Oh, I am sorry. 

Q MR. GILL: Then there is, was it not the procedure 


after the Lease came back from the Attorney General's 
Department to go to the Director of Purchases, the 


purchasing agency, for his approval, and then it would come 


to you? 

A No. 

Q As Deputy Minister? 

A No. 

Q What was the channel? 

A That was eliminated, when the Purchasing Department didn'tt 
handle the Leases, I don’t know how long ago it was, it was 
around the time just before I was made Deputy that that 
procedure was changed, 

Q Would you show the witness from the Ministerial File, Mr. 
Short, the letter dated April 24th, 1959 from Mr. McCormack 
to Mr. Blair, Director of Purchases, asking for his 
approval and return of the Lease. 

A Well, it could have been at that time then, 

Q Will you examine the letter Mr. Arnold, before you answer, 


it might be wiser. 


Yes. Yes. 
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2-B-12 
Arthur Arnold = Gill Ex. 


THE COMMISSIONER: Gentlemen, if this Commission is going 


MR. 


THE 


MR. 


MR. 


THE 


MR. 


MR. 





to make any progress we have to impose some limits on the 
number of bites you are going to have out of the apple, 
and it seems to me that we cannot go on indefinitely 
permitting three or four cross~examinations on one issue, 
there has to be some kind of a limit, and it seems to me 
we are going on interminably here. 

GILL: I am fully cognizant of tbe wisdom 
of your remark. 

COMMISSIONER: I wish you gentlemen would bear that in 
mind. I do not want to curtail in any way the limits of 
the investigation but I think that we have to have some 
proper limitation on it, and it cannot keep on recurring 
and recurring and we have to finalize it some way or 
another; and I would appreciate it if counsel, when they 
have an opportunity of cross-examination as far as possible, 


would try and get all their evidence in. 


GILL: IT am aware of your remarks. 
CLEMENT: And from time to time - 
COMMISSIONER: I beg your pardon, Mr. Clement? 
CLEMENT: From time to time, I have observed 


this, that as to matters of relevancy, they should also be 
taken into account and I am at a loss as to the relevancy 
of some of this cross-examination. 

GILL: Well, the problem here, Mr. SSpope ogee 


is that I am at a loss to understand and possibly you are 
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2-B-13 
Arthur Arnold = Gill Ex. 





MR. GILL: (Cont. ) the signature or initial by Mr. 
Arnold on that Lease. 

THE COMMISSTONER: Well, you can certainly explore that, 
I am just trying to prevent, once one counsel goes back on 
that I have to go through all this evidence, and perhaps 
we could put some reasonable limitation on it. I don’t 
wish to curtail you at all, go ahead. 

Q MR. .GLUuLs Mr. Maynard tried to get out when Mr. 
Arnold initialled this, and this is what this is in aid of 
because it is going through now to the Director of 
Purchases. 


MR. MAYNARD: And it is quite obvious, Mr. Commissionetr, 





that the initials, it must at least have been initialled 
after Mr. Arnold returned from England. Now, this has been 


established from the documents previous. 


THE COMMISSIONER: Go ahead, Mr. Gill. 

MR. GILL: And as a result of this re-examination, 
MR. MAYNARD: Yes. 

Q MR. GILL: You identify that letter of April 24th 





1959 from Mr. McCormack to Mr. Blair asking for Mr. Blair's 


approval and return of the Lease? 





A I didn’t see it until now. 

Q No, but you recognize the facsimile of Mr. McCormack’s 
signature? 

A Les. sir’. 

Q I tender that as an Exhibit. 
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2-B-14 
Arthur Arnold = Gill Ex. 





THE COMMISSIONER: IT indicated that would be Exhibit 317, 
or is this another one? Exhibit 318. 
LETTER, APRIL 24th, 1959, 
McCORMACK TO BLAIR, MARKED 
EXHIBIT 318. 
Q MR. GiLL: And, therefore, you would sign it after 


the Director of Purchases would sign it? 














A No, he didn’t sign the Lease. 

Q Or after he approved it, I should use the word "approve"? 

A I would think so, but I am not sure, I don’t know when that 
letter went out, they would place these things on my desk, 
there would be maybe, oh, some days two or three hundred 
documents. 

Q On April 27th you were shown a letter from Mr. Blair to 
Mr. McCormack re this Lease, and Mr. Blair says: 

"This Lease has been approved and is returned herewith." 
Would you show the witness, please, Item number 9. 

THE COMMISSIONER: Ttem number? 

MR. GILL: Number 10. 

THE COMMISSIONER: Number 10. 

Q MR. GILL: Do you identify Mr. Blair’s signature 
as Director of Purchases? 

A Well, it is signed but I wouldn't swear that that is 
Blair's signature because I don't know, but I know he was 
the Director of Purchases and that looks like it. 

Q I tender that as - 

THE COMMISSIONER: Exhibit 319. 
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2=-B-15 
Arthur Arnold = Gill Ex. 
C. G. Davey - Clement Ex. 


LETTER, BLAIR TO McCORMACK, 
APRIL 27th 1959, MARKED 
PAHIBIT 319. 
Q MR, .GILL: And therefore the probability, Mr. 
Arnold, is that you would put your initials on the 
Mayfair Leaseholds Lease on or after April 27th 1959 after 


Mr. Blair as Director of Purchases had approved it and 


returned it to Mr. McCormack? 











A I would assume that would be about right. 

Q Thank you. 

THE COMMISSIONER: Mr. Crawford, have you any questions 
arising out of the new.,evidence: 

MR. CRAWFORD: No, I have not, Mr. Commissioner. 

THE COMMISSIONER: Mr. Wright? 

MR. WRIGHT: No, My Lord. 

THE COMMISSIONER: Mrs steer? 

MR. STEER: No .Sit.. 

THE COMMISSIONER: Mr. Maynard? 

MR. MAYNARD: No further questions, Mr. Commissioner. 

THE COMMISSIONER: The message must have come through 
loud and clear. You may step down, Mr. Arnold. 

A Thank you, 

(Witness steps down.) 





MR. CLEMENT: Mr. Commissioner, Mr. Davey, the 
Superintendent of Treasury Branches, has been here for some 
time this morning to give evidence in respect of the 


borrowing by Ideal Homes Limited of $45,000.00 some 





considerable time ago. We can start with him, sir, we may | 
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2-B-16 
C. G. Davey - Clement Ex. 


MR. CLEMENT: (Cont. ) possibly achieve his evidence in chief 
if we start. 

THE COMMISSIONER : Yes, I think we should go right through 
until quarter after eleven because we will not be sitting 
after the adjournment. 

MR. CLEMENT: CaljeMreoDaveys 


CYRIL GEORGE DAVEY, sworn, examined by Mr. Clement: 


MR. FRIEDMAN: Mr. Commissioner? 
THE COMMISSIONER: Yes, Mr. Friedman? 
MR. FRIEDMAN: Prior to Mr. Davey giving evidence 


there is the question of privilege with regard to the 


testimony of Mr. Davey. 


THE COMMISSIONER: What is his position? What is his 
position? 

MR. FRIEDMAN: Pardon? 

THE COMMISSIONER: What is Mr. Davey’s position? 

MR. FRIEDMAN: He is the Superintendent of Treasury 
Branches. 

THE COMMISSIONER: Well, yes. 

MR. FRIEDMAN: I have, however, discussed this matter 


with my learned friend Mr. Maynard, who represents Mr. 
Hooke, and Mr. Hooke has given his blessing to Mr. Davey 
giving the testimony. I am, therefore, not raising the 
question of privilege at this time. 

THE COMMISSIONER: Thank you. 


0) MR. CLEMENT: Mr. Davey, you are the Superintendent 
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2-B-17 
C. G. Davey - Clement Ex. 


Q (Cont. ) of Treasury Branches for the Province 
of Alberta? 

A Yes, 

Q And how long have you = 

THE COMMISSIONER: Mr. Davey, you have to speak up so 
that the Reporter can get your answer. 

A Yes, I am, 

Q MR. CLEMENT: How long have you held that position? 

A Since the 19th of April, 1957. 

Q Yes, and prior to that date you had been a Manager of one 
of the Branches? 

A Yes sir. 

Q And your association with the Treasury Branches in other 
words has extended over how many years? 

A Almost twenty-nine years, sir. 

Q Yes. We are concerned at this stage of the matter, Mr. 
Davey, with a borrowing by a company known as Ideal Homes 
Limited back in 1951. I should make it clear that there 
are two other matters that I will ask you to assist the 
Inquiry on. 

A 1S; 

Q But I do not propose raising them today. I have asked you 
only to bring forward the records of the Treasury Branches 
in respect to Ideal Homes, and particularly a borrowing 
by Ideal Homes in and around 1950. 

A Yes. 
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2-B-18 
C. G. Davey —- Clement Ex. 


Q Do you have those records with you? 


A Yes, L have, sir. 
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2-P-1 
C.G. Davey - Clement Ex. 


Q Was an application made by Ideal Homes to Treasury Branch 


for, a, loan? 








A Yes, there was. 

Q And do you have that document? 

A I have the application. 

Q May I put it in evidence please. Now Mr. Davey, you have 
produced an application for credit dated April 3rd, 1951 by 
Tdeal Homes Limited the particulars of credit being applied 
for being the sum of $45,000.00 and of a continuing nature 
as I understand this document? 

A That's right. 

Q Can you tell me to whom, to what branch of the Treasury 
Branch this application was made? 

A It comes from the Edmonton Main Branch, Number one branch. 

Q That is the one on Jasper Avenue? 

A Yes, 9954. 

Q 9954. May I tender this please. 

THE COMMISSIONER: That will be Exhibit 320. 

APPLICATION FOR LOAN DATED APRIL 
3rd 1951 ENTERED AS EXHIBIT 320. 

Q MR. CLEMENT: There is attached to Exhibit 320 

a copy of a letter from the Manager of that Treasury Branch 





to the Superintendent of Treasury Branches. Mr. Davey, 
could you give me the course of procedure that was followed 
in the Edmonton Branch, the main branch in, particular. ean 
respect of Applications for Credit of this nature? I am 


saying that I presume the same procedures apply to every 
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Davey - Clement Ex. 


(cont. ) Application? 

That is correct. 

And whether or not Mr. Hooke was involved? 

That's correct. 

This I see discloses Mr, Hooke as President of Ideal Homes 
and Mr. Spady as Secretary? 

Les. 

Now with reference first to this Exhibit, 320 and its 
accompanying Memorandum would you just describe to the 
Inquiry what course that application takes? 

That would be received in the Superintendent's office and it 
would be recorded as an application from that branch, then 
it would be given to the Secretary of the Loans Committee and 
studied by the Officers of the Loans Committee and finally 
brought into a Loans Committee meeting at which time it would 
be dealt with for approval or rejection. 

Now, who are the Loans Committee? 

Well, they are Officers in head office that are appointed by 
the Superintendent and they are on his Board and he would be 
the Chairman of the Loans Committee. 

Well then the Loan Committee would consist of the Superin- 
tendent, as Chairman? 

Yes. 

And other appointees under him? 

That is correct, yes- 


All I suppose of senior nature ? 


SUPREME COURT REPORTERS 
EOMONTON, ALBERTA 

















——: rie WA 
A SORIA 


| a ay 
st Habit aie 


ae 


soer109 


Tbsviovat esw siooH .1M Jon 10° tontdoi 


























| 

| 
| wr idetiehy ie eat 
| aemoH [sebI to sasbiee st es satocH .2M zeaolaetb ode I ens —o 
| Syaste19s2 #& ybaq? mM ‘bae 7 
| a ae 
| asi bos OSE .titdtdxi etds oF Santi sonststss dttw wow 
‘est oF sditoaeb Jaut voy bivyow mubnsi0omeM pi tynsdmoddh -*- 
faeded noitsoilaqe ‘gand setuoo téiw vrinpal a 
_ 
: 


a 


¥ ’ 
“ 


) 
| | ric 
| ti bos oottto e'stnobmeadnizequeé sdt at bevtsos1 sd bluow SsAdT 
| neld ,donsid jsdd mort motjsosifqqn ma es bebroset ed biliioly 
lbas 9o3stmmo) ansol sd to yistet90ee sAz ot ovig od biuow vk 
| vyifenit bas estsimmoD anasol oft to eis9iti0 sds yd baibuve 
tue dit oemis doidw ts goisdeom sottimmo) ensol & otak triguoxd sy 
.aoksosteo1 10 Levorqas t0t dékw diseb od 
Teotiimmod ansol sit ote odw wou 
vd betatogqs 9%s8 stadt sottto baod at er9okt?0 e116 yods flow 
ed biuow of bos bisof ein no s18 yeds bas gnebnesaitequa ond 


.cod3tmmod ensot oft Yo aamtted? oft 


eis Yo saktanoo biuow esssimmod asol ots ned sf: ys : 






-nitequ& 





iy. 








~t 7 
+ :: ? 
LAserkn, S8  O 


id + Reile ie Py ’ 


Smis nebay I aed : aia Jo, 
sa FE 


‘lai “= 







‘af ie 


Aes 





2055 





2-P-3 
C. G. Davey - Clement Ex. 





A They would be senior officers, yes. 

Q And how many would be on the Committee? 

A Well at that time I would think there were three Mr. 
Clement but I wasn't there. 

Q No but you are perhaps in a better position than any to 
reconstruct what happened? 

A Yes, there would be the Superintendent and possibly three 


other men that would deal with that. 








Q Mr. Olive I believe was the Superintendent? 
A Mr. Olive was the Superintendent. 
Q Yes, and he has since died? 
A Yes, he is now deceased. 
Q Now, was this application then accompanied by any other 
material? 
A Yes 
THE COMMISSIONER: The attached letter will be marked 
320A. 
LETTER FROM THE MANAGER OF THE 
TREASURY BRANCH TO THE SUPERINTENDENT 
OF TREASURY BRANCHES ENTERED AS 
EXHIBIT 320A. 
MR. CLEMENT: Thank you, sir. 
A There is a Statement of Affairs here dated March 31st, '5l. 
Q MR. CLEMENT: Is this it? 
A No, that is not it. It might take me some time to find 
these. 
Q That is one thing the Commission has Mr. Davey. I thought 
I saw it there amongst that group you had the band around. 
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2—-P-4 
C. G. Davey - Clement Ex. 











A I am in doubt if it is here. 

Q Do you have any such statement? 

A There is one here in °'52, 

Q Is this the same sort of thing? 

A Yes it is. 

Q Mr. Commissioner, Mr. Davey informs me that his records 
apparently do not contain the statement as shown as the 
Statement of Affairs of March 31st, 1951 shown as attached 
to Exhibit 320 but, he does produce a financial statement of 
the company as at January the 3lst, 1952 and I will put that 
in evidence if I may, sir. 

THE COMMISSIONER: That will be Exhibit 321. 

FINANCIAL STATEMENTS OF IDEAL HOMES 
LIMITED DATED JANUARY 31st 1952 
ENTERED AS EXHIBIT 321. 

THE COMMISSIONER: There are other documents shown as 
accompanying that Application Mr. Davey, a general assign- 
ment of book debts? 

A Yes. 

Q Do you have that instrument? 

A I might get that financial statement here. Just a Minute. 
There is quite a few of them here. 

Q Oh? 

A There we are. 

0 Is this the one? 

A Yes. 

Q Mr. Commissioner, Mr. Davey has now found the statement 
which he was unable to locate a moment ago, the financial 
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C. G. Davey - Clement Ex. 


Q (cont. ) statement of Ideal Homes Limited as of March 3lst, 
1951 showing assets aggregating $109,435.00 and a surplus of 
$30,030.00 over and above liabilities. 

THE COMMISSIONER: Exhibit 322. 

FINANCIAL STATEMENT OF IDEAL HOMES 


LIMITED DATED MARCH 31st, 1951 ENTERED 
AS ‘EXHIBIT °322:: 


MR. SHORT: Isn’t this the one that was marked 
320A? 
MR. CLEMENT: No it isn’t, 320A is a yellow sheet 


attached to 320. 
A IT cantt find the one that was dated April 6th, 1951 and my 


staff tell me a lot of our documents have subsequently been 





destroyed in the normal course of destruction of records. 





Q Mr. Davey I wonder -- perhaps I should stand further back. 
You tell me that documents that long ago some of them have 
been destroyed? 

A This is correct. 

Q And what you are producing today is what you have been able 
to find after a thorough search? 

A Yes, we have searched very thoroughly. 


Q The only consequence being that the general assignment of 





book debts referred to in Exhibit 320 hasn't been located 





although you do have such a form for Ideal Homes Limited for 
subsequent years? 
A Yes and I have a record of the collateral security register 


indicating the book debt assignment of April 6th, 1951 which 





was registered April 14th, 1951 and this has been initialled 
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Davey - Clement Ex. 


(cont. ) by the officers who would hold that document at 
that time. 

Yes. Now, does that list of book debts -- what I am trying 
to ask you Mr. Davey, does the document show the value or 
particulars of the book debts assigned? 

No but from time to time through these files there is a list 
of the book debt. There is quite a bit of supporting 


evidence on what they had in the way of book debts. 


MR. MAYNARD: Louder please Mr. Davey. 


A 


Q 





I am sorry. 

MR.««CLEMENT:: I shouldn't appear to be confidential 
with Mr. Davey. Well, Mr. Davey, the bundle of papers that 
you have been referring to designated as a record of 
collateral securities held on account of Ideal Homes Limited 
and looking at that, would you tell Mr. Commissioner what 
collateral securities were held by Treasury Branches in 
respect of this loan? 

Yes, we had the general assignment of book debts. We had 

a letter of guarantee signed by Mr. Spady in the amount of 
$50,000.00; we had a letter of guarantee signed bvieAs. as 
Hooke in the amount of $50,000.00. 

These are personal guarantees of the loan, are they? 

Yes, that's correct and then later on we had specific 
assignments of book debts dated April 6th, %51, acknowledged 
May 15th, '51 by the Manufacturers Life Insurance Company 
covering all monies due or accruing due through mortgages 


negotiated through the Manufacturers Life by Ideal Homes 
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G. Davey - Clement Ex. 


A (cont. ) Limited. 

Q I am afraid I don't fully understand that entry, what does 
that mean? 

A Apparently Ideal Homes were in the home construction business 
and they were getting long term mortgage money from 
Manufacturers Life and as the homes reached a certain stage 
of construction, I would believe they would get advances 
against those mortgages and these monies were assigned to us 
Mr. Clement. 

Q Yes, I think I am getting just a little ahead of the story 
here unintentionally. Obviously the application was granted, 
the application for the borrowing of $45,000.00 was granted 
in due course? 

A Yes. 

0) And was that granting of the application performed solely by 

the Loans Committee that you have described or was it 

referred elsewhere for final decision? 

Oh no, by the Loans Committee. 


By the Loans Committee? 





Yes. 


Constituted as you have described? 





Yes. 


oe > BO ee cc f- 


What happens upon such an application being granted? Is 
the intended security for repayment of the loan taken at 
thatacine: 

A Well, when the application is approved the original is sent 
-back to the manager who submitted the credit and then he 
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2-P-8 
C. G. Davey - Clement Ex. 


A 
Q 
A 
Q 


(cont. ) contacts his customer and advises them (a) whether 
they have a line of credit, or (b) whether they don’t and 
then he proceeds to take the security that is indicated that 
he has to obtain by the Loans Committee. 

Yes, and where is the indication made of the requirements of 
the Loans Committee in respect of securities? 

Oh, on the application. 

On the application form itself? 

Yes. 


Do you have that form there, sir? 


MR. GILL: Here it is Mr. Clement. 


Q 


A 
Q 
A 


tO 


A 
Q 
A 
Q 





MR. CLEMENT: I am showing you Exhibit 320 -- 

And at that time they required -- 

A little louder? 

At that time they required the general assignment of book 
debts, and an assignment of all mortgage proceeds and the 
respective letters of guarantee from Messrs. Spady and Hooke. 
Those are all the documents you have read from the record of 
collateral securities? 

Yes, which is indicated that they held them, sir. 

So those were granted, then what happens Mr. Davey, is the 
amount applied for put to the credit of the account? 

That is correct, yes. 

And was that done according to the records? 

As far as I know it was done, yes. 


Well, you have the ledger sheets? 
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2-P-9 


C. G. Davey - Clement Ex. 





A We have ledger sheets to that effect, yes. I think they 
are all here Mr. Clement. Yes, right here. 

Q Well, you are producing the ledger sheets of the Edmonton 
Treasury Branch for this company with the opening entry of 
April 6th, 1951 showing as a demand loan the amount of 
$40,000.00? 

A Yes, that's correct. 

Q Perhaps I misunderstood the situation, had the loan been 


granted only in the amount of $40,000.00? 











A This original loan was $40,000.00 but they could have drawn 
forty-five had they needed it, it was a continuing credit. 

Q Oh I see, this was a maximum amount, they could go up to 
forty-five cut their initial draw down was forty thousand? 

A: That's correct. 

Q I see, did they ever reach the forty-five? 

A Yes they did. 

Q They did. So then we have a running record of the borrowing 
and when was that finally repaid? 

THE COMMISSIONER: Did that statement of collateral 
security go in? The statement of collateral security? 

Q MR. CLEMENT: This may be, I am afraid I didn’t 
give you the whole bundle back Mr. Davey. 

A June the 9th, 1955 was the payout of these demand loans, 
right here, June 9th, 1955. 

Q That was the payout of that borrowing originating in 
$40,000.00 and at one stage going as high as the forty- 
five thousand authorized? 
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2—P-10 
C. G. Davey - Clement Ex. 


oo SO } 





Well, there were a number of pay backs and a number of 
borrowings under the revolving credit. 

L see? 

But this record here indicates June 9th, 1955 the remaining 
$25,000.00 was paid off at that time but the original note 
of $40,000.00, loan number 24, the original, I think was paid 
out on October 31st, °51 Mr. Clement but in the interval 
there were other loans you see, under the revolving credit 
there were loans paid and loans made. 

Well then, under the revolving credit as you reach toward 
the end of the peak of the building cycle I suppose in 
Edmonton the company reached a point where it could retire 
its obligation to you and then it borrowed again? 

Yes. 

On the same original authorization? 

Yes. 

But then whenit again obtained a loan from the Treasury 
Branch, would there be further supporting documentation, 
collateral or would the original collateral still be held 
and used? 

Well, iachie particular instance, these guarantees were of 
a continuing nature and the book debts would go on 
indefinitely as they were renewed or as the credit was 
reviewed and renewed by head office which did happen here 
several times. 

Yes? 


But the amounts that were borrowed by way of demand loan and 
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2~P-11 
C. G. Davey —- Clement Ex. 


A 


i 1 ete ae 


tO 


(cont. ) by way of note are as I told you here, they were 
paid out by the -- 

Well, what I was coming to Mr. Davey, the guarantees, the 
personal guarantees and the assignment of book debts were of 
a continuing nature so they didn’t need to be renewed, I 

got the impression that after a payout on a new borrowing, 
new promissory notes might be taken? 

Oh yes. 

That would be by the company, of course? 

Oh yes, yes, there were quite a number of new loans made. 
Under this deal? 

Under this continuing credit. 

And this continuing credit you say ultimately was paid out in 
LOSS? 

Yes, as far as these notes are concerned now, to go a bit 
further, they later established an operating overdraft for 
lumber purchases and that went a considerable longer period 
of time Mr. Clement. 

Now, what is the record of the Treasury Branch in respect of 


that operating overdraft, when did it commence? 


THE COMMISSIONER: It is my understanding Mr. Clement 


that the statement of collateral securities is not going in 


as an Exhibit? 


MR. CLEMENT: Mr. Davey has given verbally the 





essentials of it sir, I will leave it available for cross- 


examination and entry as an Exhibit if -- 
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2-P-12 


C. G. Davey - Clement Ex. 





THE COMMISSIONER: IT just want to make sure my Exhibit 
list is correct. 

A Now, there is a whole series of ledger sheets here Mr. 
Clement covering the operation of this overdraft. 

Q MR. CLEMENT: Well, we don't want to review the 
accuracy of your accounting procedures Mr. Davey, when did 
it start? 


A As I can see it here, it started in 1952, March the 5th. 
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3-M-1 


C. G. Davey -— Clement Ex. 





In what amount? 











A $12,613.40. 

Q This would be in addition to the $45,000.00 demand loan 
approval? 

A Yes, yes, they finally got a $25,000.00 revolving credit 
for a lumber operation -- a lumber purchase account. 

Q Yes, twenty-five thousand was the limit on that new 
revolving -- ? 

A That was the amount that was authorized for that particular--| 

Q And a separate record was kept of that revolving loan, too, 
was it? 

A Involved in these sheets here, yes. 

Q And did it reach the limit from time to time? 

A Oh, yes, it did. 

Q And was it eventually paid out? 

A Yes, it was, sir. 

Q When? 

A The record here shows -- oh, I would have to go back here 
a way --- I would think in about November 16th, 1960, Mr. 
Clement. 

Q I see. Do your records show whether the company was actively 
in business up until then? 

A I dontt believe it was. We had, long before that, a very 
nominal amount that was left on the books, and it was 
supported by, I believe, an assignment of an agreement for 
sale, and the monthly payments that came in from that 
liquidated the small balance on this account. 
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3-M-2 
C. G. Davey — Clement Ex. 


Q I wonder if you would mind going back and seeing if you 
could determine when that arrangement was made, namely, 
with respect to the account ceasing to become active, and 
the balance then owing being paid out by one of the 
securities that the Treasury Branch held. 

Sir, it’s quite apparent that I'm 
not going to complete my examination-in-chief of Mr. Davey 
this morning, and I see the time has gone past our usual 
adjournment. 

THE COMMISSIONER: Yes, Well, I think we can adjourn 
on this basis, because it is quite evident you have a lot 
more to go through. 

MR. CLEMENT: Yes. 

THE COMMISSIONER: So we will adjourn then until 


Tuesday morning at nine o'clock. 


(Proceedings adjourned at 11:20 a.m.) 
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